
CAN WE COMPETE 
ABROAD? 


BY 

C. C. MARTIN 


PUBLISHED BY THE 

NATIONAL FOREIGN TRADE COUNCIL 

AS A CONTRIBUTION TO THE LITERATURE OF 
AMERICAN FOREIGN TRADE 

1926 


Price 25 Cents’ 




CAN WE COMPETE 
ABROAD? 


BY 

C. C. MARTIN 


/,o? fA 

| 'RRARY 

R?( ' 

k 3-JAM. 1?27 

\°\ 


PUBLISHED BY THE 

NATIONAL FOREIGN TRADE COUNCIL 

AS A CONTRIBUTION TO THE LITERATURE OP 
AMERICAN FOREIGN TRADE 


1926 




Copyright 192B 
By 

NATIONAL FOREIGN TRADE COUNCIL 



FOREWORD 


Books produced by American authors, 
discussing the technique of foreign 
trade, the economic principles involved 
and the incident exchange problems are 
to be had today in rich variety. No at¬ 
tempt, therefore, has been made to 
touch on these subjects. My effort has 
been to present a living narrative of 
actual experience and practice, which 
tells its story without technical or eco¬ 
nomic comment. 

C. C. Martin. 

New York City, 

May, 1926. 
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CHAPTER I 

STATEMENT OF THE PROBLEM 

“There is no use,” said the manufacturer, “we cannot 
compete with foreign goods. We cannot bring our price! 
down to their low wages, low standard of living, l(?w level of 
profits. We have created a new standard in this country, 
the American Standard, and we must preserve it. If we de¬ 
crease our standard, we decrease purchasing power, and the 
whole thing, from factory to worker, comes tumbling down. 
We not alo«e cannot compete, but we do not want to compete 
at the price demanded. ,Let us cultivate the dome*tic market." 

At home our idea of competitions a complex one. If we 
take the opinion of government, Congress, the Supreme 
Court, Federal Trade Commission and the mass of the peo¬ 
ple, competitifln is a valuable part of trade activity. It must 
be preserved at all costs. The attitude of business, however, 
is quite different. Trade associations, patent pools, informal 
agreements, price-fixing in many forms, are working to pre¬ 
vent competition which may mean low ratio of profits, un¬ 
satisfactory buying conditions and so on. But the Ittitude 
toward foreign competition is harmonious. Here capital 
and labor, government and Congress are united in believing 
that it is to our advantage to fight it and vanquish it. 

Our idea of foreign competition also diflgprs front domes¬ 
tic, in that the average man believes it to be based solely on 
price, the article of lesser price alwayi winning. Price is 
the measure of value, and it is the measure at home as well 
as abroad, but it does not follow by any qj^ns that the lower 
or lowest-priced article is always purchased. If we had two 
identical things offered a possible purchaser* at !h9 same 
time and there was a difference in price,'other thipgs being 
1 
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equgff the lqwer-pricdd article would probably be selected. 
But tjvo identical things are rarely offered the same person 
at the same time, the offer usually consisting of different 
things at different prices, frequently at different times, 
•while many other influences usually operate in exchanges of 
goods. This situation makes possible the strategy of sales¬ 
manship and advertising, the weight of good wifi, «rnd ex¬ 
plains the fact that different makes at different'prices of 
automobiles, or shoes, or hats, or machine tools, or radios, 
or what Jou will, are purchased in large volume from many 
different manufacturers. At home we know price is only 
one factor. Advertising, service, invention, salesmanship, 
production, ar% clearly recognized as vital elements in the 
moving of goods from manufacturer to ultimate consumer 
or user. But abroad the situation is frequently viewed as 
different, l^any believe that there the one consideration is 
price, and this is the thing that gives 'us pause. 

A few days ago I stopped to see an old friend, the pur¬ 
chasing agent of a large corporation. In the outer office 
sat a dozen salesmen waiting a chance to plead their cause. 
While I sat chatting with my friend a card was brought to 
him. The visitor was shown in immediately and shortly 
thereafter departed with an order signed. 

“This man does not have to wait like the others?" I in¬ 
quired* 

“Never! He is a member of my golf club, knows a lot 
of the right sort of people, and best of all can tell me almost 
as much about my business as I know myself.” • 

Shortly afterwards I walked down the main shopping 
street of a great American city. Wide, plate-glass windows 
on every side struggled with each other to get to the* passer¬ 
by and plead with hint to buy—a riot of competition. Goods 
of the same and different classes, appealing through novelty, 
price, quality, wifht of advertising, prestige of the house, 
satisfactory* deaJings between merchant and customer, 
friendly recommendation and all the manifold things that 
go to make the publie part with its money, which once spent 
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is gone for good, but which while possessed may be used 
for a great variety of things. * 

This day’s sxp&rience brought to mind work covering 
many years in foreigfl fields selling various lines of goods. 
Was there any essential difference between the domestic and 
foreign market? 

Taking my own experience as a guide I have recently 
examined the record of our export work. .United States, 
competition abroad, in principle, is United States •competi¬ 
tion at home—the same theory, the same practice. The 
United States is not a sihgle market. We have 117,000,000 
people spread over three million square miles, with a com¬ 
mon language, it is true, a uniform currency and a single 
monetary system, but with a great many different markets 
and a great many competitive factors. We have low and 
high costs of productiomin all lines, we have analogous situa¬ 
tions from dumping to two extremes of price for the same 
class of goods. But at home we bend every available energy 
to selling thesq goods, and we have got to use the same en¬ 
ergy in selling goods abroad. 

Our competition is made effective abroad in exactly the 
same way it is made effective at home. The problem is to 
sell goods at a profit, and we do this in both fields. Our suc¬ 
cess abroad is directly- as to planning and efficient effort, 
and inversely as to the absence of these things. This is also 
the rule at home. There is essentially no difference between 
the two fields so far as principles are concerned. We work 
abroad with quotas, economic analysis, credits, forecasts, ad¬ 
vertising, calculation of costs and other characteristics of 
domestic work. We have competition to meet of different 
sorts, as' we have competition of diver|e character at home. 

We have price competition in the United States based on 
distress selling, buying at cost or underlet as a result of 
placing orders at slack manufacturing periods, 4ow*co»ts of 
production as in the case of southern cotton mills and non¬ 
union coal mines, gluts of commodities <as in the case of oil, 
efficient and able management and selling, or lask of these, 
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and-so on. We have tjie same competition abroad based on ' 
similar or analogous conditions. But price in any case is 
only one of a great variety of elements bringing about sales 
of goods. In the case of standardized*or bulk goods price is 
frequently a dominant consideration, although even here 
prompt delivery and other things produce sales in spite of 
price. In a wide range of commodities, however, # not stan¬ 
dardized and not bulk goods, many elements enter into a 
"buying impulse and this is true abroad as well as at home 
There is no difference in this matter between foreign and 
domestic trade. Popularly the idea^eems to be that foreign 
trade can only be built up on a basis of price competition, 
but abroad as St home the same factors operate in creating 
a sale: quality, prestige, price, friendship, influence, ser¬ 
vice, style, quick delivery, ability to sell, advertising, novelty, 
adaptability production, habit, accessibility, and innumera¬ 
ble other factors. If wg know how to sell we can meet con¬ 
ditions at home or abroad. The belief that at home we at 
least have the protection of a tariff wall, and a certain “dead” 
line below which prices cannot go, while abrbad the “dead” 
line is the lowest cost of the lowest wage country and cannot 
be met, is disproved first, by the wide range of production 
costs in this country, and abroad by the known fact that low- 
wage labor is inefficient and high-cost labor. 

I 



CHAPTER II 
THE STATISTICAL STORY 

Mere weight of statistics is against the theorj* that we ' 
cannot compete abroad. During the calendar year 1925 
we shipped abroad $4,909,000,000 worth of goods, or $13,- 
400,000 a day, including Sundays and holidays. A great 
mass of this volume we did not have to sell. It sold itself. 
We did not have to sell our cotton, copper, wheat, tobacco, 
and many other things. The world needed them. We were 
the cheapest or the only market. But of this total 60% was 
manufactured or partly manufactuted goods that depended 
in good part for their movement on competitive selling, in¬ 
cluding in this,word all of the factors that should properly 
be included. 

During the past year we shipped abroad $334,000,000 of 
automotive items, and if we include certain related goods, 
such as tractors, tires, storage batteries, etc., the figure is 
$400,000,000; we sold $78,000,000 of agricultural machin¬ 
ery; $158,500,000 of chemicals; $52,155,000 of leather. Dur¬ 
ing the past year specialty exports were $158,697,000; and 
specialties include such highly competitive products as office 
appliances, sewing machines, jewelry, clocks and watches, 
photographic goods, musical instruments, 4nd so on. 

The American typewriter clicks today in 100 different 
countries and we defy the world by having no import duty. 
Stetson hats are style standards in hundreds of foreign cit¬ 
ies, and S. S. White dental goods are demoded by dentists 
in all parts of the world. Dissten saws are buzzing in the 
remotest- forests of the world. The Bureau of Foreign and 
Domestic Commerce is receiving more than 6,000 letters 
5 
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daily^'n large part regarding foreign trade, a gain of 850,- 
000 annually over 1924. 

In spite of British preference we shipped $125,000,000 
worth of goods to Australia during 1924 and $150,000,000 
in 1925, against $43,000,000 in 1913. During 1925 we sent 
out $85,000,000 in electrical machinery and apjiaratus. 
American electric fans are whirling in the tropicslhe world 
•around, American cooking and heating devices are making 
housewolk pleasant from the equator to the arctic, Ameri¬ 
can electric lamps are lighting cities and villages in the most 
distant countries and colonies of th*e world, American radio 
apparatus is jjpw working in 60 countries as the result of 
last year’s export, American dynamos and industrial elec¬ 
trical machinery are bringing wide recognition to the Ameri¬ 
can inventoj and to the integrity of the American manufac¬ 
turer. Our exports to Latin America Mi 1925 totaled $960,- 
000,000, compared witlf $848,000,000 in 1924, and we enjoy 
nearly one-fifth of the commerce of the world. 

There is no evidence here of inability to compete. 



CHAPTER III 

’•’XAMPl^SS OF COMPETITION AND INFLUENCING FACTORS 

Not so very long ago the Argentine Government callecf 
for bids on locomotives for the state railways, wifh speedy 
delivery an important consideration. When the offers were 
opened a broad grin swept over the faces of continental com¬ 
petitors, for the American bid was 38,000*pesos per ma¬ 
chine higher than the European. But the grins turned to 
expressions of incredulity when the government official read, 
‘•delivered under strain on the rails in Entre Bios 90 days 
after receipt of order.” The order was given on that basis. 
The whole European continent protested that it could not be 
done, but fifty-nine days after the cable was received in the 
United States the locomotives were loaded aboard ship fully 
assembled, and after a record run were landed with time to 
spare. Ever since 1869 the Baldwin Locomotive Works has 
been shipping locomotives to the Argentine. The presiden¬ 
tial train on the State Railways is pulled by a 76-ton Bald¬ 
win, one of a total of 425 that have been built for the Ar¬ 
gentine, one of the most highly competitive markets in the 
world. Baldwin has a strong organization in the Argen¬ 
tine, equipped for the finest engineering advice and service, 
and recent reports state that Americans a^e underbidding 
Germans for locomotives in Brazil. 

In 1623 Italy had to import 640,000 f ons of mineral oil, 
and consumption is on the increase.* National production 
has been only about a hundredth part of .the quantity im¬ 
ported and is decreasing. For ten years the state has made 
great efforts to encourage oil exploration,* but'resfiltS have 
been negative. Millions of lire have bebn expended. Oil 
7 
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companies are plentiful in Europe, and Italy is a territory 
of great political importance. But when the Italian Gov- 
. ernment reached a decision as to what company possessed 
.the necessary resources, financial and technical, to develop 
the Italian fields, the choice fell on an American concern. 

Our post office has joined hands with the exporter, and, 
through the parcel post, American goods are being shipped 
abroad to the \'alue of more than $2,000,000 a month. Cot¬ 
ton and ^ilk goods, clothing, woolens, furs, shoes, and all the 
various things that go to make up trade enter into the move¬ 
ment. The foreign customer can keep down his inventory by 
regular parcel post shipments, the exporter’s risk is less, 
and style chanfes may be taken advantage of with increase 
in turnover. Every month 500,000 shipments leave our 
shores. During the first eleven months of 1925 1 shipments, 
greater in value than $25, totaled $23,772,732. Great is the 
value of the postage stamp in foreign trade, and such things 
as the two-cent postage rate between countries of the west¬ 
ern hemisphere, and constant extension of parcel post facili¬ 
ties throughout the world by the Postoffice Department, are 
constructive work of the highest order. 

Wherever the United States army fliers landed, in the 
round-the-world flight, they found Vacuum oil. Whether 
at Seattle, Chignik, Yokohama, Bagdad, Belgrade, Paris, 
Scapa Flow, or where you will, the 25,000-mile trip was dot¬ 
ted with necessary supplies of lubricant. In many countries 
of the world this company operates with its own organiza¬ 
tions and refineries. Selling in the native currency and un¬ 
der credit terms prevailing, with one price and one grade of 
goods, this concern is typical of how far American enterprise 
and American integrity have gone in foreign trade. No 
foreign organization tan show a comparable development 
from a merchandising standpoint, from the technical one of 
constant c progresd in the chosen field and from the business 
angle of service io customers. 

What?a sad story it is! Versailles, San Remo, Hythe, 
Boulogne, Brussels, Spa, London. Vain efforts to settle ha- 
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treds, political fears and jealousies by those who hate'and 
fear and are jealous. When the issue had become absolutely 
hopeless, and there was no way out of the labyrinth, they 
called this time, not oh three wise men of the east, but on a 
trio from the west: Dawes, Robinson, Young. Whatever 
may b^said of the unpopularity of the United States abroad, 
when fofeign nations wish to get a square deal they are 
pretty well convinced they can get it from Americans. Nc 
nation can show a finer honor roll than the one oi^which if 
inscribed the names of Americans who have been the god¬ 
fathers to the new life Of many nations. 

Dr. W. W. Cumberland, an economic adviser of our State 
Department, gave Peru a federal reserve bSnk and 90 per 
cent gold against her paper money. Americans direct the 
public schftfls, public health, irrigation projects and many 
other things. Major Imbrie lost his life in‘Persia, but 
Americans are making honesty and*fair dealing a new code 
for the country. Dr. Arthur C. Millspaugh is the man who 
has charge in.Persia of innumerable reforms, from irriga¬ 
tion to control of the opium traffic and the grasshopper pest. 
Revenues in Bolivia are under supervision of two Ameri¬ 
cans, Messrs. MacGowan and Whitaker, and Santo Domingo 
finds William E. Pulliam, also an American, in charge of 
the purse strings. Dr. Cumberland, having cleaned,up his 
work in Peru, is now doing similar work for Haiti, and to¬ 
day the complaint is made that Santo Domingo is paying of! 
its debts,too rapidly, while the Haitian people have never 
known the peace and progress they see now. Nicaragua has 
been helped by American advisers for many years, and Mr. 
Clifford D. Ham has written integrity Jprge in his record; 
Ecuadol engaged Mr. John S. Hord to plan many needed 
reforms; Mr. W. W. Renwick has direction of matters in 
Salvador; Dr. Arthur N. Young in one year turned a deficit 
into a surplus for Honduras; Dr. John D. Long, pf tjje United 
States Public Health Service, is reorganizing the Chilean 
national sanitary code. 

In certain of the above cases Americans lj’ere chosen 
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as a condition of obtaining loans in the country, but there ’ 
are ir»ny instances wfiere such was not the case. Prof. E. 
W. Kemmerer was asked to study Colombia^ conditions be¬ 
cause of his international reputation* and his plan for a 
reserve bank saved the country from a serious panic. To¬ 
day Colombia is prosperous and the peso at or above par. 
Dr. Kemmerer, a few months ago, gave Chile a central bank 
and financial stability. He will reorganize the national 
finances of Ecuador, and he has done valiant service in 
other parls of the world, from South Africa to Poland. Jere¬ 
miah Smith, Jr., who has charge of matters in Hungary, 
Shuster in Persia, Dawes, Robinson, Young and Gilbert in 
Europe, are conspicuous examples of Americans called to 
the bedside of the patient because it was believed they alone 
knew what medicine to give. „ 

But not alone in finance are Americans called upon to 
aid foreign countries. When Argentina decided to devote 
increasing attention to agricultural matters, she turned im¬ 
mediately to the United States. The Argentine press has 
not stinted praise for work done by Mr. Leon'M. Estabrook. 
Mr. Ernest L. Tutt and Dr. M. E. Winters are preparing 
plans for the development of cotton growing, and long arti¬ 
cles by these men have appeared in the press discussing 
agricultural prospects and the best means of attaining con¬ 
structively the ends in view. Equal appreciation has been 
given the work of other Americans, Mr. Frederick Richey, 
Mr. H. L. Westrover, Mr. Thomas Breggar and Prof. R. A. 
Emerson in their investigation of different phases of agri- 
culturak development and, particularly, marketing and sell¬ 
ing of cereals. As a result of their work, agricultural sta¬ 
tistical methods, research and development have been com¬ 
pletely changed. Dr.‘H. Foster Bain, Mr. E. C. Swanson 
and Mr. C. E. WiJLjpms are investigating metallurgical con¬ 
ditions, and many Argentine government departments are 
taking their ‘insjfiration from this country. But splendid 
work is being doflte by Americans in other countries. Dr. 
Taylor is giving Salv&dor many new crops and creating new 
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national wealth, while Rockefeller (fcetors are cleaning up 
the plagues of the world and giving many nations Tiuman 
productive wealth that otherwise would be lost. The in-* 
spiration of this courftry is seen in the Pan American Sani¬ 
tary Code, signed in Havana, November 14, 1924, by eight¬ 
een American republics. From China to the Near East 
Americans are active in philanthropy, sanitation, rebuilding 
monuments of the genius of former days, and other disin. 
terested endeavor, which is giving the United Statt# a vastly 
different appearance from that of a selfish trader. 

These men are not salesmen, nor do they have anything 
directly to do with sales of American goods abroad, although 
their advice concerning equipment has greal weight. But 
trade is in good part based on confidence in the man from 
whom the goods are bought. These financial advisers and 
economic renovator, these generous, unselfifh men and 
women, are trade representatives is the very highest sense 
of the word. China, Siam, Malaysia, South Africa, Europe, 
the Western Hemisphere, all bear witness to the fact, and as 
a result of this influence and others the Fourth of July is 
almost an international holiday. 

Whei^we dug the great ditch across the Isthmus of Pan¬ 
ama, we had in mind chiefly strategic considerations. We 
did not want any more trips, like that of the Oregon, around 
Cape Horn under forced draught. But as frequently hap¬ 
pens the sword is beaten into ploughshares in spite of us, 
and the Panama Canal has become one of our most effective 
arms in meeting foreign competition. Today movement 
through the Panama Canal exceeds that through Suez, and 
our trade with the countries of the Pacifiqhas been intensely 
stimulated. Sailing distance from New York to Yokohama 
was shortened 3,000 miles; to Shanghai, some 1,500 miles; 
to Melbourne, nearly 3,000 miles; to Wellington, about the 
same; to Vladivostok, nearly 7,000 miles;,and.to west 
coast of South America about one-third, ^s a direct result 
of the Panama Canal, trade with the \Vest Coast <Jf South 
America and many Pacific countries has doubly, trebled, 
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quadrupled, and today totals many hundreds of millions. 
And business is increasing so fast that we shall soon have to 
Wld another great waterway through Panama or Central 
America. 



CHAPTER IV 


TESTIMONY FROM THE OTHER SIDE 

A favorite object of scorn for Thomas Carlyl* was the 
assertion that “no man is a hero to his valet,” which Carlyle 
immediately answered by saying that the “valet would not 
know a hero when he saw one.” This sounds a good deal 
like the honor paid the prophet, but it is particularly true of 
the foreign trader, in that most criticism of our exporters 
comes from home. If we go abroad we shall find a very 
different view indeed of the matter. * 

In a discussion of trade prospecis in the Argentine, the 
Manchester Guardian Commercial regrets the lack of co¬ 
operation between British exporters and their men in the 
field, and believes that “American business has undoubtedly 
made much of its headway owing to the pursuit of an oppo¬ 
site policy, agents being helped in the matter of their ex¬ 
penses, and above all in their advertising, and often incor¬ 
porated, should the shipper up north find that the business 
warrants their direct establishment in the Argentine mar¬ 
ket.” At a luncheon at the Manchester Publicity Club, it 
was stated that “Lancashire did not attempt to research 
a single market, and for that reason its trade could nyt keep 
in touch with the trend of opinion in foreigfi markets.” 

Mr. H. 0. Chalkley, Commercial Secretary to His Ma¬ 
jesty’s legation, Buenos Aires, says that “for the bulk lines 
of British exports to the Argentine t£e question of adver¬ 
tising does not arise, but in many varieties cff goods in which 
British trade is very low, there is good reason te thjnlj that 
firms fail to increase their trade in Argentina owing to the 
unwillingness to advertise, or to ignortpice of the lRcal im- 
13 
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portance of advertising, coupled with propaganda. To go 
into details is beyond the scope of this report, but British 
■firms are invited to give the matter more serious considera¬ 
tion, as Argentine consumers are verj receptive to careful 
and systematic advertising of branded goods, backed up by 
judicious propaganda, and advertising is so far by no means 
overdone. It is worth remembering that importers can 
scarcely refuse to take up goods that are well advertised, 
and that«agents of unadvertised goods cannot make much 
headway against competitive goods that are advertised.” 

The Bank of London and South America Limited, tells us 
in one of its circulars that “in certain lines, as has been said 
on previous occasions, American goods are unquestionably 
first, and an interesting example of their penetration is af¬ 
forded by the fact that Argentine manufacture of boots and 
shoes rests wholly on the use of leased machinery coming 
from the States, rental being relative to the volume of pro¬ 
duction.” “It would be foolish,” asserts the Buenos Aires 
correspondent of the London Economist, “to suppose that 
British manufacturers will be able to compete on favorable 
terms, even if the rate of exchange moves in their favor. 
They cannot reasonably hope to do so in lines such as har¬ 
vesting machinery, automobiles, typewriters and other items 
in which America is first and the rest nowhere.” 

A Russian correspondent of the Manchester Guardian 
tells us that “the stream of British goods to Russia has been 
practically negligible. There are indications that the United 
States js on the road to taking the place of pre-war Ger¬ 
many as the prftieipal importing source, her specialty in that 
direction at the moment being agricultural machinery.” 
Henry Ford recent^ sold the Russian Government 10,000 
Fordson tractors, and he is following up this sale by bringing 
50 Russians to h#s»factory so that they may become experts 
in Fqrd tractorg. The Ford Company pays railway and 
steamship fares tp America, and salaries while the Russians 
are learning. Ford, will also send experts and mechanical 
instructors to Russia. The Persian correspondent of the 
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London Times, writing from Teherah, says that “in #ie sit¬ 
ting rooms of Teheran hotels one may find export journals 
from Hamburg, Lyops and New York, but none from* 
England.” 

Mr. Alexander Adams, Commercial Secretary of the 
Britisk Legation at Bucharest, informs us that “one of the 
reasons %r the sales of a certain American make of motor 
car and tractor in Roumania is that, attached to the work! 
shop of the agent there is an American mechanic,’who per¬ 
sonally supervises the delivery of each car or tractor, ad¬ 
justs the mechanism and tests the running before the ma¬ 
chine is handed over to the purchaser. The«ame mechanic 
looks over machines brought in for repair, gives elementary 
instruction to drivers, ‘demonstrates’ the car, and sees that 
the stock of spare parts is properly kept up, besides gener¬ 
ally representing th^ immediate interests of the maker. The 
consequence is that when a purchaser goes to take delivery 
of a car or a tractor he is met by a skilled and experienced 
mechanic who.has a detailed and accurate knowledge of the 
machine which he is handing over, and is able not only to see 
that it is in perfect adjustment, but also to give the purchaser 
any advfCe or information regarding it of which he may 
stand in need.” 

Fine tribute is paid to our work in the Dominican Re¬ 
public by Mr. Darrell Wilson, His Majesty’s Consul, when he 
says: “For the past seven years the Dominican Republic 
has enjoyed the blessings of internal peace and security. 
Commercial progress, which had been formerly retarded by 
intermittent revolutions and banditry in the interior, has 
benefited accordingly. During this pefriod the country’s 
finances have been placed upon a stable basis and an exten¬ 
sive programme of road construction has^ijled both commer¬ 
cial distribution and social intercourse.” • 

Mr. Thomas M. Ainscough, H. M. Senicfl: Trade ^Jolnmis- 
sioner in India and Ceylon, reports that 'there is sonsider- 
able activity on the part of American Manufacturers ii^ ap¬ 
pointing mercantile agents and sending specialists to India, 
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so tliat they may be organized when trade improves. I have 
met several instances recently where American technical 
>representatives have been very active in studying the wishes 
, of large buyers of plant, and have spaVed no effort in meet¬ 
ing their special needs. The view has been expressed on 
several occasions, particularly in the case of machinery, that 
American traveling salesmen are frequently more folly con¬ 
versant with the practical working of their machines and are 
able to give more valuable advice on technical matters than 
their British rivals, who are often merely commercial sales¬ 
men and not engineers in addition". A feeling is growing 
among buyers ( that American manufacturers are prepared 
to follow up and support their representatives on the spot 
by a much more liberal supply of information, literature and 
advertising matter than is the case with many British firms. 
The American maker also appreciates tl*e advantage of ‘ser¬ 
vice’ in a country such as India, and recognizes the need for 
ample supplies of spare parts and the services of specialists 
for the purpose of studying the needs of, and advising buyers 
with regard to, new developments, and also of consulting 
with them as to how the maximum efficiency can be obtained 
from their existing plant. This trait has been specially no¬ 
ticeable in the industrial plant and machinery and motor 
trades*” In another report Mr. Ainscough writes that 
“American competition is very keen in electrical machinery 
and in those types of machinery and tools where the large 
domestic market of the United States has enabled American 
makers to standardize and so reduce prices. This also ap¬ 
plies to certain 1 'forms of railway plant, such as automatic 
couplers and headlights. American exporters are paying 
much greater attention to the Indian trade. They are ap¬ 
pointing mercantile agents and are sending specialists to 
survey the market* They are to some extent handicapped 
by the paucity of American merchants established in India, 
but are able to overcome this obstacle by granting such gen¬ 
erous agency terms'Ahat British distributors are attracted. 
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“The United States Government's actively supporting 
;his campaign, aimed at securing a greater share of India’s 
;rade. In addition to consular posts at Calcutta, Bombay,* 
Karachi, Madras and’Rangoon, three Trade Commissioners 
ire stationed (two in Bombay and one in Calcutta), who re¬ 
port to and are under the control of the Bureau of Foreign 
and Domestic Commerce, Washington. Every effort is be¬ 
ing made by reports and interviews to interest the American 
manufacturer in the Indian market, and in September, 1924, 
a special supplement of the weekly Commerce Reports was 
issued containing a comprehensive review of the economic 
position of British India.” 

In a report on the Printing Industry in *the Argentine, 
the British Department of Overseas Trade calls attention to 
the active advertising of American type and the steady in¬ 
crease in sales. British houses are feeling this*competition 
keenly, and two American houses supplying printing ma¬ 
chinery, type and paper have secured a firm hold on the mar¬ 
ket. All of the principal newspapers, as well as most of the 
smaller ones, are equipped with slug-casting machines, the 
great majority American, which is also true of machines for 
composing and casting type in separate units. American 
cutting machines are making headway against German ma¬ 
chines that formerly dominated the market, and American 
two-revolution presses are well known as a result of very 
effective representation. With reference to platen presses, 
in the last few years more than 300 American machines have 
been sold! 

Does not the following from Mr. H. KerShaw, Commer¬ 
cial Secretary to His Majesty’s Legation, Stockholm, sound 
a good dial like the rebukes our home traders get from their 
fellow-citizens? Says Mr. Kershaw: 

“Having regard to this important aspect of present-day 
trading in Sweden, it is unfortunate that tjiis exceptionally 
favorable opportunity is not seized with .more enthusiasm 
by British manufacturers to develop the market, there is 
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still fy too great a tendency to treat negotiations in a per¬ 
functory manner. British firms are earnestly advised to 
•treat agency applications from obviously sound Swedish con¬ 
cerns with very careful attention. A cold and indifferent 
reply in general terms to a serious business inquiry only en¬ 
genders irritation and indifference in the recipient. Busi¬ 
ness is a painfully slow process when a serious inquffy elicits 
fas the writer witnessed recently) a catalog 14 years old 
without prices. There is also too general a tendency on the 
part of British traders to force the importer to declare all 
manner of details before quoting prices and terms. Very 
noticeable, toi% is the British habit of over-estimating the 
effect abroad of the date of the foundation of a firm. That 
this factor is valuable cannot be denied; but it should none 
the less be ^ passive factor and not, as it is to Be feared is 
frequently the case, allowed to do duty f8r a thoroughly com¬ 
prehensive trading schefne containing proposals as to stocks, 
prices, discounts, packing, advertising, etc. British trade 
would progress much more rapidly if greater pains were 
taken to emulate to some extent (where possible) the meth¬ 
ods of some other countries where traders quote prices, in¬ 
cluding customs duty, delivery in Sweden and <■ payment 
against documents at a Bank of Sweden. Complaints are 
also made that insufficient attention is paid to local require¬ 
ments as to packing, the same methods often being employed 
for consignments to the Dominions and to Sweden, a cir¬ 
cumstance which frequently raises costs needlessly.” 

Captain U. # de B. Charles, Commercial Secretary to His 
Majesty’s Embassy, Madrid, has the same complaint to make 
is Mr. Kershaw. ‘Captain Charles asserts that “the diffi- 
:ulty of introducing British goods into the Spanish market 
is not caused so much by a lack of demand, even making 
allowances for t£e*reduced purchasing power of the country 
and fffieffiign cost of production, as by a general unwilling¬ 
ness to, meet the 1 requirements of purchasers. It may be 
that British taxation is so high that it is difficult for some 
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manufacturers to give the necessary credit abroad, or it may 
be the traditional conservatism which makes them pilfer a 
small turnover £nd a high rate of profit in a known market.« 
But whatever may be* the cause, British trade undoubtedly 
continues to suffer from its failure to meet the requirements 
of the Spanish market. 

“BrKish firms, as a general rule, are too prone to make 
difficulties, and often lose what might have turned out to be, 
important business through delay in attending to inquiries. 
The complaint that they do not reply to letters, even when 
written in English, is beeoming so frequent that the matter 
calls for special mention. Ordinary courtesy in business de¬ 
mands that a reply, however brief or negative, should be 
made to an inquiry. The excuse so often given that the in¬ 
quiry is in Spanish, and consequently not understood, does 
not appear to be a .sufficient reason in these Hays, when 
Spanish is being taught in so many schools, colleges and uni¬ 
versities. Again, Spanish firms very often take the trouble 
to have their letters written in English: why should not 
English firms Have their replies written in Spanish? This 
apparent trifle very often means the difference between ob¬ 
taining and losing an order. Yet many British firms, in 
their inquiries about the country, make a special point of 
correspondence being in English. This was perhaps easy 
to insist on before the war, but in these days of close com¬ 
petition and trade depression it is surely obvious that abso¬ 
lutely nothing which might affect the business should be 
overlooked. Much more depends, in Spain at any rate, on 
what may be considered as trifles than British firms Appear 
to realize, and if their competitors go out of their way to 
attend ty these details surely it is because experience has 
shown that they are worth attending to.” 

Mr. W. F. Vaughan Scott, Commercial Secretary to H.' M. 
Legation, Santiago, Chile, registers similar complaints of 
the British foreign trader, as follows: * 

“There is a widespread idea among manufacturers and- 
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merchants in Great ^Britain that they have a world-wide 
reputation, or that the fact that their manufactures are 
made in England is sufficient to make the public prefer them 
to all others. If a British manufacturer, no matter how 
widely known he may be elsewhere, has not spent money in 
advertising his name or his goods, he can be sure that he 
is unknown to the general public of Chile, and the iact that 
his goods are.made in England will only be looked upon as 
a recommendation of good quality after they have passed the 
test in competition with similar goods from other countries. 
Second-hand reputation is of no value whatsoever. 

"Complaints and Criticisms .—There is a tendency 
throughout the country to complain in a general way against 
the British manufacturer, and to criticize his methods. The 
forms whkh these complaints and criticisms usually take 
are as follows: 

“(1) The difficulty of obtaining reliable information 
concerning British manufacturers generally. 

“(2) While a large number of North American catalogs 
are regularly circulated, British catalogs are rarely received. 

“(3) British catalogs, more often than not, ape in Eng¬ 
lish, which is Greek to the Chilean, and when translated into 
Spanish are frequently full of mistakes; they contain Eng¬ 
lish weights and measures; they are not illustrated or suffi¬ 
ciently self-explanatory. 

“(4) British representatives are not sent out often 
enough, and those who do come 

“(1) Can rarely speak Spanish. 

“(2) Have to make a hurried trip, lasting about a 
quarter of the time necessary. 

“(3) Only visit Santiago and Valparaiso, whereas 
they should make a prolonged tour of all the 
t. , principal towns. 

“(4) Are sometimes not of a sufficiently refined or 
educated type to be personae gratae. 
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“(5) Rarely understand the mentality of the Latin 
races, among which the Chilean holds *a high 
position. • 

"(5) British tecHhical magazines and reviews are not 
systematically distributed, nor are they made sufficiently 
attractive to create enthusiasm among would-be Chilean 
reader^and buyers. Similar North American publications 
are regularly circulated among users of machinery, minesr 
industrial companies, clubs, etc. These publications are fre¬ 
quently supplied free of charge for a period of six months or 
longer, and contain serfel articles on technical subjects of 
sufficient interest to induce readers to becoipe subscribers. 
Clubs are supplied free. 

“ (6) Among industrialists and users of machinery com¬ 
plaints ar? general that agencies for the sale of machinery 
are often given to firms who have no engineer qualified to 
advise them as to the types of machinery they should pur¬ 
chase. 

“British manufacturers are not prepared to spend money 
on propaganda to the same extent as their principal compe¬ 
titors, their overhead charges are generally greater than 
those of Continental manufacturers, they lose much business 
by expecting their agents to pay for the whole or part value 
of samples which their competitors send out free of cost, and 
they are not nearly so ready to send out goods on consign¬ 
ment. As a general rule it is not desirable to send out goods 
on consigpment, but certain classes of goods where compe¬ 
tition is very keen, and particularly goods unknown to the 
markets, are exceptions to this rule. 

“In igany lines the United States are sstill able to under¬ 
quote British makers for agricultural implements—this in 
spite of the higher wages paid for labor in the United States. 
British manufacturers are not, as a rul?, prepared to give 
credit terms, which most large American concern* can be 
prevailed upon to grant. There appears *lso to bg a lack 
of attention and technical advice obtainable from British 
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manufacturers in general. American concerns continually 
send out experienced experts] not only to assist their agents 
0 with advice, but also to study the markets. Visits from these 
experts create friendly understandings and good will. They 
see for themselves the difficulties their agents are confronted 
with, and are able to get the factory to remedy in their ma¬ 
chinery what may be looked upon as defects or inc$ r «venien- 
,ces for this market. They lay themselves out to give practi¬ 
cal assistance with a view to bettering trade. They are able 
to see how to meet competition of other makers by manu¬ 
facturing their machinery to suit the market’s requirements. 
On the other hand, British concerns, as a rule, appoint an 
accredited firft as agents and leave them alone to get along 
as best they may. 

“Advertising .—British manufacturers do not seem to 
attach sufficient importance to advertising their goods in 
this market. The important annual agricultural and cattle 
shows are well patronized by all interested in the land, and 
afford an excellent opportunity for advertisement. At the 
exhibitions held annually in Santiago in the spring of each 
year (October) exhibits of agricultural machinery and im¬ 
plements always form one of the principal features.- Foreign 
competitors take full advantage of these opportunities, par¬ 
ticularly American and German, the machinery exhibits of 
the former country generally amounting to 75 per cent of the 
total. The Government maintains six agricultural colleges, 
where only American machinery is used.” 



CHAPTER V 


THE TESTIMONY IS CORROBORATED 

A notable thing about the testimony we are offering is 
that it is not restricted to place or any particular nationality.* 
It seems that the whole world has suddenly become aware 
of a new force, a new method. World-wide is the flow of our 
commerce and under the aegis of the compelling energy of 
the American salesman and American advertising, the waves 
and eddies of this trade are reaching the most far-flung 
shore. Our goods are being sold world wide, but better still 
they are being bought; that is, they are being demanded, be¬ 
cause the world insists on them. 

La Nation of Buenos Aires states that our trade with 
Argentina has doubled in three years, contrary to the pre¬ 
diction that ip a few years after the war our advantage 
would be lost to our former rivals, principally Great Britain 
and Germany. “The North Americans,” says La Nacidn, 
“maintain their position by meeting Argentinian conditions, 
a step which has astonished and alarmed their rivals, who 
believed them incapable of developing international prac¬ 
tice. North Americans have rapidly modified their proce¬ 
dure and adapted themselves to buyers’ requirements, and 
they havabeen splendidly supported by constant and instruc¬ 
tive propaganda emanating from men eminent in public life, 
trade and industry, activities of Pan-American organiza¬ 
tions, qjc.—in sum, a group of far-sighted and intelligent 
efforts designed to greatly modify thp prejudice and suspi¬ 
cion widely held against the policies of the United States. 
The result has been a steady growth of tr&cj? with the Argen¬ 
tine and the establishment of large banking and commercial 
organizations. Of the three great nations which struggled 
for dominance in our market—Great Britain, Germany and 
23 . 
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the United States—th$ latter retains the advantage it ac¬ 
quired'during the World War, and which was believed to 
be only temporary.” 

In the February, 1926, issue of its 'Monthly Review, the 
Bank of London & South America Limited states that “Uni¬ 
ted States trade with Argentina is today running neijk and 
neck with that of Great Britain, despite the handicap occa¬ 
sioned by the comparatively limited American purchases 
from Argentina. The value of the automobile trade during 
the first ten months of 1925, is said by the Department of 
Commerce in Washington to havfe been $13,951,000, as 
against seven millions during the corresponding period of 
1924. There are no final figures yet available covering 
American shipments of harvesting and agricultural plant 
to this country for 1925, but it is known already that the 
total must be phenomenally large, white the sales are re¬ 
ported to leave a very handsome margin of profit.” 

Interesting contrast is drawn between American and 
British selling methods and capacities in a late issue of the 
Times Trade and Engineering Supplement: 

"There is much to learn from the American salesman in 
Europe,” asserts the correspondent, “and this in spite of the 
inefficiency in languages. They do seem to realize the neces¬ 
sity of viewing the act of salesmanship from the other point 
of view. The British salesman, even when he is a linguist, 
is much more British in the act of sale than the American 
salesman is American. A curious example of this was seen 
by the writer in the South of France recently. It was a ques¬ 
tion of sieel rods, and a British representative, in beautiful 
French, assured a possible buyer that there was no demand 
in England for such-and-such a type of rod. An American 
salesman would never dream of making a faux pas of that 
nrHer. He beginst>y making it clear that he is there to meet 
a dem^ndc He is pot there to add to the number of consum¬ 
ers of something wjiich is produced for his own country. He 
recognizes at once that in sizes and in qualities and in shapes 



there are differences which are based upon profound dif¬ 
ferences in national characteristics. * 

“The remarkable way in which American trade was re¬ 
stored in Europe after*the war has been described once for 
all in Mr. Whelpley’s Reconstruction. It is an epic of adap¬ 
tability to variant needs, and until we learn that adaptability 
we have^ot learned the alphabet of foreign sales." 

An Australian correspondent of the London Times says: 
“There are, within the experience of the write*, many 
American manufactures being sold in the British Dominions 
without effective British Competition. Among those which 
contribute to the amenities of domestic life in riyral or prairie 
districts, and must bulk largely in the domestic life of young 
countries may be mentioned the following: 

“Motor-cars of adequate power, general utility, and low 
price. Country house independent electric light''and power 
plant, water softeners. Apparatus for converting still water 
in wells, rivers or streams into high-pressure water for the 
sanitation of country homes far removed from the water 
companies’ mains. Oil-fired central heating furnaces, en¬ 
abling domestic work to be reduced to a minimum. Low- 
priced telephone equipment. Sanitary goods combining high 
class with low price. Ingenious kitchen apparatus. 

"Among articles needed for commercial equipment in 
towns may be mentioned the following: 

“Printing machinery of modern design. Cheap hydro¬ 
electric poiyer plant. Compressed air machinery for drilling 
and much other plant, including features of ingenuity and 
novelty of design at moderate prices. * 

“In the general list of articles needed for both town and 
country development are novel and economical building ma¬ 
terials and labor-saving scaffolding. Undoubtedly labor- 
saving equipment of this sort and for irrigation, harvesting, 
farming, etc., forms a large part of the imports to the^gtish 
Dominions from North America. , 

“It may be pointed out that products .such as thos? men- 
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tioned above are the natural outcome of an intensive study 
of human needs in most parts of the world, and that the re- 
• suits of many years of this kind of American activity are 
now being seen in an expansion of American trade at the 
expense of United Kingdom trade throughout the British 
Dominions. This gain, it should be remembered, is being 
made, in spite of high wages in the United States afSa higher 
•import duties on American goods into the Dominions.” 

Mr. R. W. Dalton, H. M. Senior Trade Commissioner in 
the Commonwealth of Australia, in his report dated June, 
1925, shows that during the fiscaf year 1923-24, in adding 
and computing machines we secured trade valued at £95,630, 
out of a total of £107,955; in air and gas compressors trade 
to the value of £56,607, out of a total of £70,201, and in cash 
registers trade to the value of £73,404, out of a tbtal of £73,- 
754. In agricultural machinery Canada and the United 
States practically control the trade; in metal-working ma¬ 
chinery the trade is divided between the United States and 
the United Kingdom; in mining machinery t;he share of the 
United States is greatest in rotary and percussive drills, in 
which we secured a trade valued at £35,320, compared with 
Great Britain’s share of £13,195. Well-known .makes of 
American tractors are continually being exhibited at agri¬ 
cultural shows and being demonstrated in other ways; of 
caterpillar tractors the United States sold £168,664 against 
Great Britain’s £18,734, and tractors of other types £488,856 
against Great Britain’s £39,411; linotype and other com¬ 
posing machines were imported from the United States to 
the value of £209,405 as against £30,465 from the United 
Kingdom, and in printing machines and presses the United 
States secured trade t to the value of £245,633 against £133,- 
384 from the United Kingdom. The typewriter trade is still 
almost entirely 'Almerican, the imports from the United 
States keing vajued at £192,679 compared with imports val¬ 
ued at £7,440 from the United Kingdom. The automotive 
trade is dominated by the United States. In mangles, 
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clothes-wringers and washing machiifts, the United States 
has nearly twice the trade of Great Britain, 50% more in 
roller bearings and balj bearings, four times the amount of 
Great Britain in machine driving chains, twice the amount 
in hinges, 14 times in barbed wire, double the trade in lamps 
and lamp^evare, 14 times the trade in axes, hatchets and so on, 
three times the volume in files and rasps, more than twice 
the amount in saws, etc. The United States dominates the 
market in glace kid, patent and enamel leather; in*rubber 
tires we sent £977,989, against Britain’s £73,034; in cinema¬ 
tograph films we do 95% of the trade, and American organi¬ 
zations dominate the business; in cameras we»sold £80,012 
and Britain £33,969. We do 75% of the trade in vacuum 
cleaners. 

Mr. Dalton concludes: “The heavy imports otprice lists, 
catalogs and trade literature from the United States, in com¬ 
parison with those from the United I^ngdom, and relatively 
to the total trade of each country in all lines, is especially 
significant. These figures themselves prove a contention 
which is widely voiced throughout Australia, that traders in 
the Commonwealth are kept much better posted with litera¬ 
ture, etc., *from the United States than they are from the 
United Kingdom. Further, the heavy import of American 
periodicals and books, posters for advertising and paper pat¬ 
terns, all have a significance which is much wider than the 
actual value of the trade itself.” 

His Majesty’s Trade Commissioner in the Dominion of 
New Zealand tells us that “failure to give ‘service’ is #ne of 
the most frequent causes of loss of business in all classes of 
trade in machinery, plant and instruments. Of the many 
' instances that have come under my notice one of the most 
recent is that of a surgeon who wished to injtall an electro¬ 
medical plant at a cost of about £300. ife obtained prices 
for an English and an American outfit, both»of Whi<!h Were 
i known to him by reputation and of excellent quality, the 
English being somewhat the cheaper. On inquiry he was 
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informed by the firnf through which the English plant was 
sold that no plant was in stock in the Dominion, although it 
was believed that one was on the w$y out, "that instructions 
for erecting and working were supplied with the outfit, and 
that it was understood that any electrician could install it, 
and that any spares required could be ordered froip England 
by cable. The firm through which the American plant was 
sold could shbw the plant installed and in operation in their 
showroom, could deliver within a week, would send a trained 
mechanic to install and instruct, in operation on payment 
of out-of-pocket expenses, and kept a full stock of spares 
and would undertake to send up a trained operator to make 
any required adjustments or repairs at any time. The order 
went to the American firm, although the surgeon would have 
preferred, to buy from England, and moreover partly on 
account of his experience the hospitaf'in the same township 
shortly after installed'an American X-ray outfit, at a cost of 
£1,400, although an English plant of proved efficiency could 
have been obtained at 10 per cent, less cost. 

“In advertising, in the supply of catalogues and trade and 
technical information and show-cards, United Kingdom 
firms are, as a whole, far behind their competitors. So much 
has already been written on this subject that there remains 
nothing new to add. The extent of advertising and propa¬ 
ganda necessary in any line must depend on the custom of 
the country and on what is being done by competitors, and 
this is a matter on which the advice of a competent agent 
should be accepted.” 

The American Weekly, of Buenos Aires, notes that “when 
German hardware began to flood the Argentine, market in 
1921, American exporters were thrown into a panic by the 
eagerness with which native dealers accepted the German 
articles because of the visions of larger profits with less 
capitdl turnover. But today American builders’ hardware 
and small tools are being sold on a quality basis against large 
differences in prides as compared with the European goods. 
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Mechanics do not want to have to replace their tools, after 
a few months’ use, and they will pay more for a reputable 
article.” ' t 

A correspondent of the London Economist says that 
“every manufacturer and merchant knows how difficult it is 
to regai^ lost markets. It is only natural that during the 
war Great Britain should have been compelled to relinquish 
much of her export trade with Latin America. The means * 
of transport were difficult and meagre. Had this difficulty 
been non-existent, however, British exports must have de¬ 
clined heavily by reason of the occupation of manufacturers 
on military necessities. The situation in Great Britain fur¬ 
nished the manufacturers of the United States with an ex¬ 
cellent opportunity to extend their sales to the Latin repub¬ 
lics. They were not slow to take advantage of circumstances 
that involved a partfal suspension of British exports to old- 
established connections in Central aifd South America, Mex¬ 
ico and the Spanish West Indies. 

“British exporters cannot study the figures of British 
and American exports to Latin American markets without 
experiencing some discomfiture at the progress of trans¬ 
atlantic competitors in markets that were once largely in 
their own hands. Is it possible to regain those lost markets! 
It is, if an aggressive policy is pursued by the BritisH Gov¬ 
ernment and by producers and merchants of Great Britain. 

“In view of the fact that the United States has consuls, 
trade commissioners, and special trade investigators far in 
excess of the number of our own officials, would it not.bewell 
to augment the number of the latter and thus assist our 
manufacturers and merchants in their endeavors to procure 
a larger share of trade with Latin America? Anyone fa¬ 
miliar with the exhaustive reports issued by the Bureau of 
Foreign and Domestic Commerce, Washington, will readily 
appreciate the valuable assistance rendered to the business 
community of the United States by its cemmercia^repre¬ 
sentatives. To contend that British houses have for so long 
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been cognizant of thew-equirements of Latin America that 
no additional information could be furnished is to ignore 
'numerous factors that are continually changing, the most 
important of which is the origin of' the people’s imports. 
Further, the development of the countries’ resources calls 
for large quantities of commodities outside and additional to 
the ordinary merchandise imported. 

• “It is fashionable in some quarters to underestimate the 
labors o£ the Pan American Union and to treat lightly the 
beneficial effects of those labors upon the commercial life 
of the United States on the export side. In the library of this 
institute ther%are over 100,000 volumes, and there is hardly 
a natural resource or an industry or a phase of Latin-Ameri- 
can life that has not been dealt with in those publications. 
Trade bulletins are constantly published, and the informa¬ 
tion therein contained is the latest available, resulting from 
contributions by well-informed writers and by special emis¬ 
saries of the Union periodically sent on tours of investigation 
to each of the twenty Latin republics. 

“Through the Bureau of Foreign and Domestic Com¬ 
merce and the Pan-American Union the business houses of 
the United States are afforded an invaluable medium of edu¬ 
cation. So little is known in Great Britain of the life, cus¬ 
toms, «nd commercial requirements of the Spanish and Por¬ 
tuguese peoples across the Atlantic, that ample scope exists 
for educational work, both by the British Government and 
some organization similar to the Pan-American Union. 
Everything possible should be done to assist British expor¬ 
ters in market! the value of which is infinitesimal compared 
with their magnitude in the near future, when the evolution 
of these comparatively undeveloped countries proceeds in 
earnest.” 

In SeptembeV,'-1925, Mr. H. A. Hobson, H. M. Consul, 
Caracas, Venezuela, wrote: 

“Thus the United States has a very large proportion of 
the import trade of "Venezuela and is our most serious com- 



The Testimony is Corroborated 


31 


petitor. The difference in the distance between the 'two 
countries, the freight rates, and the ability of the American 
manufacturer to produce the type of article required in this* 
market are the chief f&etors in their success.” 

The Rio de Janiero correspondent of the London Times 
states that “American institutions are very active in South 
America, and while they accomplish a great deal of very 
excellent work they propagate a knowledge of. and sympathy* 
with American ideals and methods. Many eminent Bra¬ 
zilian engineers have passed through the Mackenzie College 
and have prosecuted theif studies in the United States. The 
Harvester Company in the same way sets ou£ to assist the 
farmer and this work is being actively prosecuted in Minas 
and other States. It is reported that a list has been made 
up of 15,090 names of bona fide farmers available for the 
receipt of literature?circulars, etc. Such assistance is read¬ 
ily afforded through Brazilian official and unofficial institu¬ 
tions, having for their object the more systematic applica¬ 
tion of scientific knowledge in practical cultivation of the 
soil.” 

The Frankfurter Zeitung speaks in glowing terms of the 
Bureau of Foreign and Domestic Commerce in Washington, 
and believes that in no country can a similar organization 
be found. “Whoever enters the eleven-story building on 
Pennsylvania Avenue leaves with the conviction that here 
we have real servants of the people. Thousands of inquiries 
arrive evejy day and thousands of answers leave every day. 

.. .The Bureau has the closest possible public contact,; there 
is hardly a journalist that does not visit the offices daily, and 
reports are published widely throughout <the country on all 
sorts of trade subjects.” , 

Senator Paul Dupuy, publisher of the Petit Parisien, of 
Paris, states that “in more than one way*I hm interested in 
the gjreat problem of American exports. As a matter of 
fact, there are very few of my countrymep who directly or 
indirectly have not something to do with your activities. 
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We'are using more and more American products in France, 
and we are glad to use them. 

"As soon as I begin my day in Paris I realize how true 
this is. I shave with an Americaii safety-razor; on the 
breakfast table I find most always a grape-fruit, a typical 
article of an American breakfast. When I go to my office, 
I ride in an automobile, a French machine, for ‘we make 
very good automobiles also in France, but my gasoline is 
American, and has been put into the tank by an automatic 
American pump now to be found in every garage in France. 
In addition, my chauffeur tells mb that a certain American 
oil is the lubricant which suits the engine best. 

“At the office my first duty is naturally to read carefully 
all the papers published in Paris. Perhaps you would think 
that, at least, during that time I have not to deal with Ameri¬ 
can things,' but among these newspapers are two American 
ones printed in Paris., which I read with great attention. 
Then my stenographer brings me my letters written on an 
American machine, and which I sign with an American foun¬ 
tain pen. Next comes telephoning: of course, it is all Ameri¬ 
can, and we have in our building more than 500 telephones 
connected up through your new automatic systeip. 

“Moreover, the major part of our equipment comes from 
America; linotypes from New York, the stereotyping plant 
from Brooklyn, rotary presses from New York and Chicago, 
delivery trucks from Detroit. To all these you may add that 
the paper on which the Petit Parisien is printed ( is made in 
our own paper mill, which is so thoroughly American that 
I had to bring'over from America fifty men in order to start 
the plant nearly .twenty years ago. 

“Thus America, American products, American machin¬ 
ery, have become part of our daily life in France. Any stu¬ 
dent of politics'-kllows the part American institutions have 
played cn the development of French political institutions.” 

From Sao Paulo, Brazil, a correspondent of the Manches¬ 
ter Guardian writes that in comparing the trade of Great 
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Britain and the United States, “it is well to remember that 
among the imports from the United States figure larg* con¬ 
signments of motor-cars and accessories, gasoline, type¬ 
writers, office appliances, electrical goods, sewing and other 
machines, in which the United States specialize and which 
have to meet little if any competition, either from local manu- 
factureraor from foreign countries. It is obvious, therefore, 
that until British manufacturers can compete with the Uni¬ 
ted States in supplying the articles enumerated above, Great 
Britain can never again hope to hold, by an appreciable mar¬ 
gin, the first place in the list of exporters to Brazil. 

“In this connection it is interesting to note that one 
American concern is selling a motor-car at sfventeen con- 
tos, of which three are paid during the first three months 
and the rest spread over eighteen months. Another com¬ 
pany sells on the baqjs of payment of the first instalment of 
six contos during the first six months and the balance in 
twelve months. British motor-car manufacturers generally 
demand cash against documents and in some cases payment 
in London before delivery. 

“Another point which might be emphasized is the ab¬ 
sence of selling organizations for British manufacturers of 
machinery in the same way as these exist for American man¬ 
ufacturers, who have their own branches in the principal 
cities in this country, carry large stocks, and keep their 
clients well posted, not only as to the machinery on hand at 
local depoljs, but also as to that existing in other towns in 
Brazil and in transit. 

"A complaint often heard is that most Brifish firms deal¬ 
ing, or (Jesirous of dealing, with the Brasilian market, are 
not as a rule inclined to participate with their agents in ex¬ 
penses for advertising. In addition, many manufacturers 
seem reluctant, or refuse to understand propaganda— 

catalogues and other printed matter—needs to be in the Por¬ 
tuguese language if it is to prove thoroughly efficacious.” 
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Mr; A, C. Elphins'tone, member of the Queensland House 
of Parliament, asserts: 

"I have for some years been astonished at the apathy and 
lack of enterprise of British exporters. To all appearances, 
and taking it in the mass, they do not appear to have con¬ 
sidered the Australian trade worth bothering about, and 
patriotic Australians have perforce had to buy American 
articles simply because the Americans adapted their goods 
‘ to our requirements. I have been loath to believe that the 
Old Codhtry’s traditional superiority in these matters was 
being lost, but having come to seeWembley and look around, 
I have been struck with the evidences that tend to the con¬ 
firmation of tny fears, especially after my experiences in 
the United States. For instance, I saw for the first time in 
a Long Acre motor-shop window a particular accessory the 
like of which we in Queensland have beejn looking for as par¬ 
ticularly suitable to our conditions. Had it been an Ameri¬ 
can production we should long ago have had its virtues 
preached into every motoring ear in the State. Again, in 
the case of an advertised article, I went into another London 
motor-mart and had to wait about for nearly half an hour, 
and finally leave without doing business simply because no¬ 
body except the manager, who was engaged, could discuss 
export prices with me. In America the very office boy 
woulcf have hung on to me until an order had been secured. 

“Even where there is some attempt to build up or main¬ 
tain an Australian connection, the methods are generally 
unfortunate. The first error is an elementary one of geo¬ 
graphy. It is‘really astonishing the number of people who 
appear to regard Australia as being the size, say, of the Isle 
of Man, forgetting tljat its area is approximately three mil¬ 
lion square miles, and that in Queensland alone you can find 
room for severafHtitish Isles and still have some big corners 
left. t'Affid Queensland is only one of six States. Another 
point frequently forgotten is that all those six States enjoy 
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sovereign rights, having their own Parliaments, an<^ being 
in many respects jealous of one another. 

“In view of such facts the manufacturer would in most* 
cases do better by appointing a distributive agent in every 
State, as each State thinks it is important enough to be so 
treated, and has, moreover, conditions peculiar to itself. 
The Americans realize this and act on it. Such direct repre¬ 
sentation not only stimulates agents to enterprise, but sup-* 
plies a record of comparative business that effectually shows 
up the agent who is not pulling his weight. 

“Now I happen to be interested in motors and motoring, 
and I should like to point out a few facts thahall producers 
of British cars arc apparently not aware of. Queensland, 
as I have said, is wide-spaced, a country of 670,000 square 
miles, with* a population of about 800,000, no greater than 
that of Manchester.* In such an area, and with so small a 
population widely spread, transport is a vital matter to us, 
especially road transport. It is essential that the transport 
medium must meet our road conditions, and many of the 
so-called roads are mere tracks. We would like British cars, 
but the British manufacturer does not give us what we want. 
The British car has certainly endurance, but though that is 
a prime factor it is not everything, and the sooner the British 
maker realizes what is necessary and provides it the Sooner 
he will obtain our trade. What is necessary is a car of stan¬ 
dard track and of good clearance; at least eleven inches clear¬ 
ance is desirable, for cars have often to run in ruts made by 
cartwheels over a road that is a road in name only. Then we 
want a good top speed, and three forward speeds only, but 
the top gear must be of good ratio and the second speed of 
good climbing power. Four speeds aje not necessary; our 
roads are not of the quality or the grade of British roads. 
The electric system must be free from Vpiplication, with 
as few wires as possible, and reliable. I potice Hfera that 
many motorists do not rely on their self-starters^ which 

suggests that their battery system is none too good. In 

• 
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Queensland the American cars on which we have to rely 
have the battery system, and it seldom fails us. Springing 
must be designed to stand up to rough conditions. 

“Above all there must be adequate service. We don’t 
want to send to England for spare parts; we cannot aiford 
the time. The American agents in Queensland keep adequate 
stocks of spares, which are easily obtainable at a reasonable 
price. This is a great convenience; indeed, it is an essential 
convenibnce. I know one man who, because of this con¬ 
venience, has had Ford parts built into his stationary engine. 
We don’t think a great deal of app’earance, for our cars have 
to go through rough usage, but we do want machines that 
will take our bad roads and for which spare parts are soon 
obtained. The British car that meets these conditions will 
find a sale yith us, for we would like British cal's. But they 
must be adapted to our needs; we cannot adapt our conditions 
to the cars. 

“It is rumored that Henry Ford, who has about 10,000 
of his cars, trucks and tractors in Queensland alone, is about 
to start manufacturing in Australia, and if he does it will 
be the first car factory in the Commonwealth, as no British 
maker had yet recognized the opportunity that .exists for 
manufacturing cars in Australia, where local conditions 
could 1 be understood and met, and the service problem 
solved.” 

Writing from Bagdad, a correspondent of the Manches¬ 
ter Guardian Commercial tells us that “in th? past few 
montljs the writer has been in almost every Middle Eastern 
city of importance, from Alexandria and Jerusalem to Te¬ 
heran and Resht 1 ! and everywhere the tale is the same— 
American cars then; are innumerable. 

“Several American manufacturers maintain their own 
representatives^^ho continually tour the district; the local 
Ford representative, for instance, covers the whole area 
from Greece to Afghanistan, and is continually on the travel; 
but he is also in close touch with all his local agents, which 
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s an excellent thing from all points of view. Such a repre- 
ientative ought to speak Arabic, which is the language*prac- 
tically of the whole Middle East, and French. It is impossi¬ 
ble to over-emphasize the importance of creating a spirit of 
intimate relationship between the factory at home and the 
local agent. The writer knows one Syrian who is agent for 
a well-known American car. He is constantly in correspon¬ 
dence with the factory, has been invited by onp of the direc¬ 
tors to visit his home in America, and has even had^i small 
patent of his own accepted and paid for by the firm and em¬ 
bodied in their latest model. As a result, he is keenness per¬ 
sonified and has been known to travel 1,000 miles over exe¬ 
crable roads merely to supervise the opening of a sub-agency. 
He is selling, at the moment, more cars than anyone else in 
Syria, the Ford agent excluded. The moral is obvious. Such 
intimate relationship are built up, in the first p!ace, by the 
firm’s own traveling representative* who acts as the con¬ 
necting link between the local agent and the factory. 

“The Middle East is a market well worth cultivating, if 
certain conditions are observed and immediate results are 
not expected. In the meantime it must continue to appear 
deplorable i to British local motorists that there is not one 
British car to be seen competing seriously in the whole Mid¬ 
dle East with the Buick, Dodge and Hupmobiie.” , 

The Buenos Aires correspondent of the London Times 
Trade and Engineering Supplement says that “at the mo¬ 
ment of writing the Argentine Press is devoting much space 
to what is’no doubt well meant, but none the less dismal, 
criticism of Great Britain emanating from •special ’corre¬ 
spondents and news agency experts; lengthy jeremiads 
which, if taken literally, would cause even more dejection 
than the situation actually warrants, *The industrial diffi¬ 
culties now being experienced at home are^moreover, usually 
contrasted with the expanding figures of thb trade jjone by 
our competitors, and notably by the United States. That 
the Americans can be proud of their steady advance tet this 
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field one must admit. Jhey saw their chance, and, with their 
geniuS for specialization, jettisoned remorselessly all the 
lines started after 1914, worked for some years either at a 
loss or at a very precarious profit, and have since made good 
in all their main specialties. The Argentine public sees this, 
and are apt to make comparisons, not always to Great Brit¬ 
ain’s advantage.” 

The same correspondent, in another issue of his paper, 
writes:* “The United States Department of Commerce, 
through its Commercial Agents attached to the South Ameri¬ 
can Legations, has done remarkable work for American trade 
in this part at the world, and more particularly in Argen¬ 
tina. People in Great Britain probably do not realize what 
large sums have been spent, not only on propaganda in 
American interests, but also on the compilation of special re¬ 
ports. It lflay be stated without fear vf contradiction that 
thousands of pounds ljave been spent in the salaries and 
special fees to experts, often sent from the United States, 
engaged in such compilations. Valuable contributions to the 
study of Argentine trade and industrial expansion are kept 
up to date by means of frequent supplementary precis, and 
a system of cooperation between American firmg and the 
Department, which entail considerable sums in wages, 
cable?, etc. 

“In a word, given a numerous and well-paid staff, it is 
hardly to be wondered at that the American should be able 
to produce results that appear to be far ahead of those of 
their rivals in the race for trade influence, fhe United 
States'sells specialties which under present conditions in Eu¬ 
rope are scarcely Qbtainable elsewhere at anything like simi¬ 
lar prices. Were Great Britain to be shipping mer'ehandise 
such as automobiles, cash registers, typewriters, and all the 
other lines that <e\sen London itself buys regularly and un- 
questioiyngly ffom New York, she would probably take it 
for granted thfit as these goods sell themselves, neither 
propaganda nor official interference is needed. It is more 
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or less the attitude adopted by far toe many old-established 
houses, making and marketing British goods which until a 
short time ago* were also expected to sell themselves ‘like* 
bread,’ as the Argentine popular phrase has it; and only 
within the last twelve months has it been possible to observe 
a change in that view of the position. 

“Plethoric with funds, able and willing to combine in¬ 
vestment, credit and trade, if by such combination American* 
manufactures can be placed abroad in important quantities, 
the commercial sections of the American Diplomatic Corps 
in this part of the world fiave not let tradition hamper their 
efforts. With material resources unstinted th»y would seem 
to have attained very happy results, judging by the impor¬ 
tant contracts and engagements entered into in Argentine. 
In justice, however, British manufacturing anjl exporting 
interests at home sMbuld remember that every step of their 
keen if friendly rivals in the River Plate markets, has been 
reported in ample time for those at home to enter into com¬ 
petition, if competition seemed possible, and on many occa¬ 
sions concrete indications have been given whereby the 
apparently wide margin caused by higher costs of produc¬ 
tion might be eliminated, or considerably reduced. 

“It has to be pointed out that not even the ablest and most 
farseeing Government servant whose duty it is to report 
and to observe the course of trade, can be blamed when, 
having complied with that duty, the manufacturer or the 
merchant ^t home, is unable to close a deal. There was a 
time when British trade and British diplomacy in. South 
American waters had the barest nodding acquaintance with 
one another. We have changed all that nowadays, and the 
worst fe*ature of the present situation,,as one views it from 
this end of the telescope, is that although local diplomatic 
representatives are keen to aid the man dti the spot to make 
good, they find that it is next to impossible’to communicate 
a similar keenness to the home shipper on .whose behalf and 
for whose benefit they are working.” , 
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'Mf. Stanley G. Iwing, H. M. Consul and Commercial 
Secretary to H. M. Legation, Lisbon, Portugal, makes an 
interesting statement about American comfhercia! penetra¬ 
tion as follows: 

“Agricultural Machinery. —Portugal being primarily an 
agricultural country, there is both a large actual demand and 
a still larger potential demand for agricultural machinery. 
This is a trade in which Great Britain has not recovered 
her prewar position. The United States gets most of the 
orders for reapers and binders, American machines being 
not only cheap but efficient as well. Threshing machines 
are also bought chiefly from the States, though English 
threshers have not lost their good name. In order to sell 
agricultural machinery in Portugal, it is necessary to make 
a study of j,he conditions of the soil and to demonstrate lo¬ 
cally. By this method some 40 Hold'caterpillar tractors 
have been sold—mostlp in the south where the farms are 
largest. The average Portuguese farmer will not go out of 
his way to find the best machine—or any machine for the 
matter of that. He is content to go on in the old way. But 
if the merits of a machine are actually set before his eyes, 
he is always a potential buyer.” 

From Mr. J. H. Henderson and Mr. H. C. A. Carpenter, 
Commercial Secretaries to H. M. Embassy, Rome, we have 
the following statement: 

“It is important for British traders to realize the neces¬ 
sity in Italy of securing that real acquaintance with the par¬ 
ticular needs of the market and with the mentality of their 
customers, which can never be adequately obtained by any 
other means than" a personal visit. Even when sqch visits 
are paid, much of the effect is frequently lost through the 
fact that the British representative has not a sufficient 
knowledge of thp language. In regard to conditions of busi¬ 
ness,-although piore elasticity is noticeable, complaints con¬ 
tinue to be heard of the comparative harshness of the terms 
of payment that are required by many British manufac- 
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turers. To take one instance, some British manufacturers 
of hardware in their dealings with a new customer vrill ask 
for payment even on receipt of the pro-forma invoice." 

How many times we have been told that the shortcomings ' 
mentioned in the Rome report were peculiarly our own and 
not shared by any other nation! 

The work of the United States is not alone being dis¬ 
cussed in trade papers and official reports. Books are ap- # 
pearing which cover our work in foreign fields, an^ careful 
consideration is given methods which the writers believe are 
destined to win the lion’s share of international commerce. 
A particularly interesting work is Aux Etats-Unis: L'Expor- 
tation, by Carl Van Overbergh. This author examines with 
refreshing thoroughness the development of American for¬ 
eign trade,.and believes that the future can hold out only 
the laurels given a dominating position and a stfong grip on 
world commerce. “By virtue of tty; combination of state 
and private initiative, American exporting trade will be 
placed in a position where it will be able to study foreign 
markets in an exceptionally thorough manner. If the effort 
is continued along the road followed up to the present, one 
does not need to be a prophet to predict a crushing super¬ 
iority. If other nations do not arm themselves they will in¬ 
evitably be conquered.... In the near future we need pot be 
surprised to see that American foreign trade thoughout the 
world will rest on a series of carefully chosen strategic points 
from whiyh it will proceed to conquer old and new mar¬ 
kets. ... Europeans should watch Americans, study them and 
imitate them so far as possible. We must t3ke such meas¬ 
ures as jvill prevent our being dominated and enslaved. We 
are menaced by the economic hegemon* of the United States. 

... Now that the United States has become the most power¬ 
ful capitalistic country of the world, the first of creditor 
nations, who cannot see that tomorrow the* will bl, in for¬ 
eign trade and by virtue of their policy at investment, in- 

t 
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creasingty redoubtable competitors of all world-trading 
nations?” 

Inferiority of American business translation is a tale of 
fcreat antiquity, and let us at once admit that much of it is 
bad. However, it is getting better, and today some is very 
good. But criticism of our Spanish, French, or what not, is 
always coupled with the statement that the Germans or 
British do not do things in this reprehensible way. But 
‘don’t they? Frtrni many samples that have passed over my 
desk, I select the following from the largest and most ag¬ 
gressive of the many German export papers: 

“Dear Sirs: 

“On the repeated requests of our friends abroad, the principal essays 
of our review “Export-Woche” are published in the leading mercantile 
world’s foreign languages since the 1st of April pass. Perhaps good 
many of our friends did not get aware of our paper is appearing not 
only in German, but also in English—besides Spanish, French and Ital¬ 
ian—and therefore throw it »way while ignoring German. That is the 
very reason why we now beg to call your valued attention to this new 
manner of publication recommending you at the same time to study 
mindfully the contents for the purpose of which we are sending our 
review in regular intervals when published in your own language. 

“Further, please make abundant use of the enclosed supplement by 
which we are offering our best services for giving the address of promi¬ 
nent german manufacturers for export; if you have some special 
wishes, please let us know as only combined working between here and 
our friends abroad is granting immediate results; we are always ready 
for treating every mention reaching us. 

“The advertising prices are also mentioned on the enclosed slip; 
might we strongly recommend you frequent use of this kiqd of expe¬ 
dient, as our paper is facilitating the very possibility reaching directly 
the german export industry’s manufacturers. By a single advertise¬ 
ment you surely will come in relations with many firms of your branche 
ready to transfer the representation for your country. 

“Awating with pleasure your prompt answer to these lines we 
beg to remain.” 

Another ancient^ale is that we do not know how to pack. 
I thought'this myself until a few years ago, but as the result 
of special study of 4;he subject I learned that the most scien- 
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tific packers in the world were to be found among American 
concerns. The only laboratory in existence devoted t(J pack¬ 
ing problems is,at Madison, Wisconsin, operated on the cam-^ 
pus of the University of Wisconsin, by the Forest Service 
of the United States Department of Agriculture. Says Mr. 
Van Overbergh, in the book already quoted: “Formerly 
complaint was frequent of American packing. Today these 
complaints are few. . . . Careful study has been given the. 
problem by many firms, and Martin’s Export Packing is 
a classic.” The Canadian correspondent of the Manchester 
Guardian Commercial recently wrote his paper that “British 
manufacturers fail, as against the American manufacturer, 
in such matters as packing. In regard to a large number of 
household requisites the Americans box their goods attrac¬ 
tively, whereas the British product is boxed in a much com¬ 
moner way. Good Backing does not necessarily*insure good 
quality in the product packed, but gijod quality products im¬ 
properly packed are hard to sell here.” 




CHAPTER VI 

SALES FACTORS USUALLY IGNORED 

Innumerable are the things affecting favorably, directly 
or indirectly, our foreign trade, such as the conference held 
in Lima, Peru, in December, 1924, on Pan-American stan¬ 
dardization, suggested by the Fifth International Confer¬ 
ence of Amerffcan States and sponsored by the Inter-Ameri¬ 
can High Commission and the Pan-American Union. A 
glossary of technical terms in English, Spanish and Portu¬ 
guese will be prepared, and the work vjill do much toward 
eliminating misunderstanding between traders of the Wes¬ 
tern Hemisphere. Standards of quality and quantity will 
be of great value in our relations with Latin-America and 
in the relations of this part of the world with us. 

At the Fifth Pan-American Conference at Santiago, 
Chile, in April, 1923, a plan was initiated for a Pan Ameri¬ 
can Highway Congress, and in the summer of 1924 a selected 
group of Latin-American engineers and officials were in¬ 
vited to the United States to study problems of road building 
and motor transportation. Later there was organized in 
Washington by the visitors, the Pan American Confedera¬ 
tion for Highway Education, with federations in feach state 
of the Pan American Union, charged with stimulating and 
maintaining interest in a Pan American highway program. 
The ultimate goal'here is the construction of a system of 
roads, which will enable one to travel from Canada to Punta 
Arenas, the extreme southern tip of South America. All of 
these conferences led to the First Pan-American Highway 
Confefence held'in Buenos Aires in October, 1925. The 
effect oi this contact on purchases of American roadbuilding 
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equipment and automobiles will be vgry important, and' as a 
direct result of this work great activity is being manifested 
in road construction in practically every country south o^ 
the Bio Grande. It is also notable that many of the highway 
contracts are going to American concerns, which are bene¬ 
fiting to the tune of millions. 

Probably South America offers a greater field for the 
road builder than any other part of the world. Large area* 
of mineral and agricultural wealth are idle, while a rapidly 
increasing population is congesting the large cities. Agri¬ 
cultural and industrial centers that should be exchanging 
products suffer from the lack of a mutually beneficial com¬ 
merce which cannot he developed until means of travel are 
improved. Railroads are doing much to improve the situa¬ 
tion, but ttiey cannot function efficiently without roads as 
feeders. In Argentina it is estimated that millions of dol¬ 
lars are lost annually because of lack of good roads from 
the wheat fields to the railroads. 

These facts are clearly understood today, and demand 
for better roads has never been so great as at present. Mex¬ 
ico is going forward actively with a mostambitious program, 
and the same is true for the Argentine and other South 
American countries. The province of Buenos Aires is con¬ 
sidering bills for providing cumulative funds for tha main¬ 
tenance of paved highways, and several projects are on foot 
for the construction of good roads in different parts of the 
country. # Motor roads to serve as feeders for the Yungas 
Railway, are now under construction in Bolivia, and other 
roads of equal importance are being constructed and devel¬ 
oped. The next Pan American Highway Conference will 
be held*in Rio de Janeiro in 1926, and will give great impetus 
to the good road movement in Brazil. Sao Paulo at present 
is the leader in road construction in Email, and a number 
of roads to other spates will soon be finished. The road to 
Bio de Janeiro has been finished as far as the border and 
merely waits completion by the Rio dq Janeiro autfloritiea 
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Many other projects aije being developed throughout Brazil 

Thfc first session of the Permanent Highway Congress, 
organized in 1925, will be the main feature of this year in 
'Chile. The Congress will meet in Santiago in September, 
1926, the directors of the organization including represen¬ 
tatives of all bodies of Chile that are interested in good roads. 
Many plans are being developed for road construction in 
,1926 and millions will be expended on this great work. In 
Colombia the Carretera Central del Norte now extends from 
Bogota to La Paz, a distance of 270 kilometers. The Gov¬ 
ernment plans to add 150 kilometers to this road by the end 
of 1926, eventually reaching the boundary of Venezuela and 
connecting with the road to Caracas. In recent years Para¬ 
guay has not been noted for the excellence of its roads, but 
developments during 1925 indicate a decided improvement. 
The Touring*Club of Paraguay was formed early in the year 
to work for better roadj, and the budget for 1925-1926 in¬ 
cluded an appropriation of $200,000 gold for road construc¬ 
tion. Many projects are on foot for improving existing high¬ 
ways and creating new ones. 

The visit of the American Delegates to Peru, en route to 
the Pan American Highway Conference at Buenos Aires, 
greatly stimulated the interest in good roads, already fos¬ 
tered |>y the Peruvian Touring Club. The Senate has ap¬ 
proved a bill providing for an annual subsidy of $9,730 gold, 
to the Touring Club for its campaign for better roads. The 
road-conscription law, which requires a certain number of 
days’ road work or its equivalent in money from each male 
resident, is an important factor, and is rapidly being carried 
into effect by the establishing of road conscription commis¬ 
sions in the various districts. An American company which 
recently completed the'Avenida Progreso from Lima to Cal¬ 
lao, has obtained .the contract for paving the Avenida de la 
Magdalena from Lima to the suburb of Magdalena del Mar. 
One of the most important roads in the plan is that from the 
Amazon* to the coast, but many other projects are under con- 
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sideration. Among Central American countries, Salvador 
has recently contracted for many miles of good roads, and a 
similar road-conscription law to that existing in Peru has, 
been applied. The capital, San Salvador, is being completely 
repaved, and progress is being made in Guatemala and other 
Central American States. 

In Uruguay some $9,000,000 is being expended on the 
construction of the Rambla Sud from the Barque Hotel at* 
Ramirez Beach, along the south side of Montevideo to the 
docks. Other projects include a road from Montevideo at 
Colonia, extension of tlie Montcvideo-Florida road to La 
Cruz and completion of the road from San Cajdos to Miquez 
to connect with the Montevideo-Minas road. In Venezuela 
the principal road construction work for 1926 will be the com¬ 
pletion of the Trans-Andine Highway, which is to connect 
Caracas with the Oolombian border near San Cristdbal do 
Tfichira. There will also be completsd the Great Highway of 
the East, from Caracas to Ciudad Bolivar, and reconstruc¬ 
tion of the Puerto Cabello-Valencia section of the beautiful 
road from Caracas to Puerto Cabello. The sum of 8,000,000 
bolivars has been allotted for the last-named road section, 
which will be 60 kilometers long. 

An organization like the Pan-American Union has a most 
beneficial effect on our foreign trade. Housed in a marble 
palace in Washington, and directed by Dr. L. S. Rowe, a 
man beloved throughout Latin-America, the Pan-American 
Union is the international organization of twenty-one Ameri¬ 
can republics. It is devoted to the development of com¬ 
merce, friendly intercourse, good understanding, and the 
preserwition of peace between these countries. The Pan- 
American Union maintains a staff of'international special¬ 
ists, statisticians, editors, translators aijd, so on, publishes 
monthly bulletins in English, Spanish and Portuguese, and 
numerous special reports on countries, cities, commodities, 
etc., of the Latin-American nations. The library contains 
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BB,000 volumes, 220 , OOP index cards, 25,000 photographs and 
a largi collection of maps. 

It is impossible to overestimate the effect of American 
tourist travel abroad on our foreign trade. It has been said 
with truth that the American tourist has given the world ho¬ 
tel comforts and sanitation, but the other things that our 
citizens have introduced by their demands are innurherable. 
.With increase jn leisure and money, and particularly as a 
result oi the World War, American tourists today are moving 
in an endless stream through the countries of the world, and 
we are spending‘hundreds of millions in purchasing com¬ 
forts, necessities and luxuries abroad. But let us not sup¬ 
pose that all the money goes out. As a direct result of this 
tourist travel, American products in large volume and great 
variety go abroad to satisfy the demand of the°tourist on 
the ground, hr a demand implanted by that tourist. Instead 
of decreasing, this tourist stream will increase. Those who 
have been will wish to go again, the returning traveler stimu¬ 
lates the dec ires of those who have not been and steamship 
companies, as a result of lack of steerage traffic, are making 
every effort to bring the cost of ocean travel down so that 
constantly new strata of purchasing power will be tapped. 

Imponderable things become ponderable in foreign trade. 
Quality of product and resultant satisfaction in use have 
much to do with our success. They say we do not make 
what the foreigner wants, but we do. This has also helped 
us greatly. The United States Steel Corporation has done 
much in this sense; the International Harvester Company 
has adapted its products to the needs of some 50 foreign coun¬ 
tries. In a great many machinery lines the export type is 
becoming a definite factor, and service rendered by the manu¬ 
facturer to the foreign customer is making us famous 
abroad. We stillsnoke mistakes in geography, technical and 
other {natters, but they are growing less all the time, and the 
profession of export manager is getting to be a profession 
in deed'and not alone in name. 
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Foreigners who have had their training in the United 
States, and Americans who have become distinguished citi¬ 
zens of foreign countries are innumerable. England as an 
example is typical. Sir Henry Thornton, head of the Cana-* 
dian National Railways, is an American by birth, and was 
the head of the Long Island Railroad in 1914 when he was 
taken to England by Lord Claude Hamilton. He was put in 
control of one of the English lines, the Great Eastern Rail-, 
road, and he did what he was taken over to do, he taught effi¬ 
ciency to English railroad men. His fight was a bitter one, 
but he won out, and during the war he had control of all rail¬ 
road operations in France. Sir Eric Geddes^was born in 
England but came to this country as a boy. He became 
prominent in the railroad life of the south, and it was he who 
merged all British railroads into four big groups. Lord 
Ashfield is an Englishman with American experience, and 
began his career at 17 in the sho^ of the Detroit Street 
Railroad Company. In 1907, then known as Albert H. Stan¬ 
ley, he went to London to reorganize the Underground, 
London’s subway. He brought order out of chaos, created 
the present transport system of London and completed the 
work of Yerkes. 

An American went to London some 15 years ago for the 
purpose of teaching American merchandizing method^. He 
was fought on every side, but today Selfridge and his meth¬ 
ods are followed and his store is one of the show places of 
London. The man best known in the British advertising 
world is Sir Charles Higham, who obtained his experience 
in the United States, although English by Wrth, while Mr. 
Irving Ti Bush has been a potent influence in the business 
life of London. The Astor family has taken a definite place 
in British journalism, and 95% of the greatest English daily, 
the Times, is owned by Major Astor. Eivar since Peabody, 
the famous philanthropist of Baltimore, went to .England 
and built the first model tenement for the poor, the ftnited 
States has been represented by outstanding figures, and 
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while they have been opposed at first they have been honored 
in the' end. And what is true of England is true of many 
world countries. In the future this honor role will be widely 
extended, and the constructive enterprises of the world in 
most cases will be influenced by citizens of this country. 

Today there are American Chambers of Commerce in 
Buenos Aires; Brussels; Rio de Janeiro and Sao Paulo, Bra¬ 
zil ; Valparaiso, Chile; Hankow, Harbin, Peking, Shanghai, 
Tientsin and Tsingtau, China; Havana; Santo Domingo; 
Alexandria, Egypt; London; Paris; Berlin; Guam; Port-au- 
Prince, Haiti; Hilo and Honolulu! Hawaii; Milan and Na¬ 
ples; Mexico Plity and Tampico; Manila; Warsaw; San Juan, 
Porto Rico; Lisbon; Johannesburg; Goteborg, Sweden; Bar¬ 
celona and Constantinople. One hundred thousand Ameri¬ 
cans are in business in Europe. Groups of Americans exist 
in practically all important trading eeifters, while our con¬ 
suls and representatives of the Department of Commerce 
are ready to assist American business in every country of 
the world. Here we have an exceptionally potent influence 
in strengthening our competitive force. 

We hear a good deal about the shortcomings of the Ameri¬ 
can bank in foreign trade, and if we were to give ear seri¬ 
ously to all of this we should be sad indeed. From the point 
of view of some of us the bank could do much more than it 
docs. It could discount without recourse, take credit risks 
of all sorts and many other things. But banking is a busi¬ 
ness just like any other business, and it depends for its 
existence on profits just as any other business should, al¬ 
though the bankruptcy figures published every month by 
Bradstreet show that some people have not yet got it into 
their heads that business does depend on profits. American 
banks during the war forgot the profits side to a certain 
extent and they* paid bitterly for it. But today they are 
backipg sip the exporter and are gradually extending their 
work abroad in a conservative, constructive way that will 
mean fhuch in the future. All this is very encouraging in 
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view of the comparatively short life of foreign banking in 
this country. * • 

In 1895, th<; London office of the Equitable Trust Com¬ 
pany, New York, was opened, and the foreign department* 
of the National City Bank, New York, was established in 
1897, with a staff imported from the Deutsche Bank. The 
charter .of the International Banking Corporation, New 
York, which has since been absorbed by the National City ^ 
Bank, was granted in 1901 by the State of Connecycut. In 
1897 the Guaranty Trust Company, New York, opened a 
foreign department and at the same time established a Lon¬ 
don office. The Bankers Trust Co., New York, entered the 
field in 1903; the Chase National Bank, New fork, in 1905, 
and the Irving National Bank, New York, in 1913. It was 
not until tljat year that any Boston bank had a foreign, de¬ 
partment worthy o^the name. The passage oMhe Federal 
Reserve Act in 1913, by giving national banks the privilege 
of accepting time drafts and opening* foreign branches, made 
it possible for the first time to abandon the practice of resort¬ 
ing to credits raised in London to finance our trade. Yet 
there was no one at that time who was prepared to predict 
that any great use would be made of these privileges. On the 
contrary, one of the national banks which has since taken a 
leading part in our transition from a provincial to an^inter- 
national banking viewpoint, said, in a pamphlet published 
early in 1914, that there was little chance of this country 
ever competing with the international bankers of London, 
Paris and'Berlin. How accurate this prophecy was may be 
judged from the fact that the total of bankers’ and foreign 
trade bills in the open market at the close of 1925 was $773,- 
736,592t over 90 per cent in the service of foreign trade. 
The percentage of acceptance liability to capital and reserves 
of the five leading London joint stock banjjs js about the same 
as our accepting banks, which means that we are doing 
quite as active an acceptance business in the New iforlt mar¬ 
ket as is being done in the London market. 
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It was the lack of a discount market like that of London, 
Paris or Berlin, more than anything else that, in 1913, made 
the acceptance of a New York bank useless ag an instrument 
of finance. This lack was in large measure attributable to 
the fact that the promissory note, instead of the trade and 
bank acceptance, was the prevailing type of American com¬ 
mercial paper. This commercial paper was the chief evi¬ 
dence of credit extension and indebtedness, and once in the 
banks remained there until maturity, even under pressure 
of such a demand for money as would result in the calling of 
stock exchange loans and possibly panic. Today during the 
course of the year sales of dollar acceptances in the New 
York marketVun to many hundred millions, and our discount 
market is as well established for the purpose of financing 
foreign trade as was ever that of London or any continental 
city. As Mr. Pierre Jay, Chairman of the Federal Reserve 
Bank of New York, recently said: 

“New York has become a new center for the investment 
of the surplus funds of the world and now shares with Lon¬ 
don the responsibilities which go with this position. Not 
only do foreign commercial banks and other corporations 
keep larger balances here and invest funds in our money 
market, on account of the increased banking and commercial 
importance of the United States, but many foreign banks of 
issue now carry some of their surplus funds in our money 
market, a thing which I think we may safely say they seldom, 
if ever, did prior to 1914.” 

It is no small achievement for a country and its bankers 
to have built up in a little over a decade, the financial or¬ 
ganization of continental centers that were the slow growth 
sf centuries. Again we have and do compete successfully 
with our foreign rivals. 

The Americap gchool is becoming a factor in a good many 
foreign countries, the one in Mexico City being notable, 
[i'ounflecf in 1905, the Mexican institution is today housed in 
i new building, inaugurated in 1923, has in attendance 660 
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pupils and a staff of 26 teachers, all college or normal school 
graduates. 

With good reason we are fond of praising the work done 
by the Germans in foreign trade education, but we must not' 
lose sight of what we are doing ourselves. Indeed we are 
accomplishing fine things and every year sees an increase in 
this constructive effort. The National Foreign Trade Coun¬ 
cil has been in the van of this work for many years, and it is ( 
the main job of the National Council on Foreign^Service 
Training, which was organized under the joint auspices of 
the Pan-American Uniorr, the Consular Service of the De¬ 
partment of State, the Bureau of Foreign and Domestic Com¬ 
merce, and the United States Bureau of Education. Through 
the effort and investigation of the council, the purpose that 
underlay its appointment has been kept steadily in mind, 
namely, to plan foii and promote a type of training which 
would not only give to business and to the service of the Gov¬ 
ernment at all times an adequate supply of properly trained 
personnel, but would aid in building an intelligent and in¬ 
formed public opinion on all matters relating to foreign con¬ 
tacts and relations'to our Government and our people. 

Through the United States Bureau of Education the 
council has aided in the establishment of broad foundational 
work in our schools and colleges for subsequent foreign ser¬ 
vice study, particularly in the field of business education, 
including the modern languages and social studies. It has 
helped in coordinating the various types and grades of 
schools offering instruction in these fields, in securing larger 
opportunities for the study of well-planned sequences in 
languages, science, and social studies, in^rder that our fu¬ 
ture gr&duates might enter the foreign service of the Gov¬ 
ernment and of business with a broad background in addi¬ 
tion to essential technique. The council Jias also stimulated 
the interest of organized business and education for better 
preparation for foreign service; it has participated ih con¬ 
ferences on this subject in connection with annual meetings 
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of business men ana educators, and has encouraged the publi¬ 
cation of statistics, reports, etc., relating to foreign service 
training. As a result of this work and other of a similar char¬ 
acter, 75 colleges and universities have well organized for¬ 
eign trade courses attended by some 12,000 students, while 
those studying foreign trade in other institutions and in 
business houses number many thousands. 

Fifteen years ago, when we wished to read books on in¬ 
ternational affairs we had to go to England or Europe for 
our material, but today we have as complete a library as 
can bo shown by the oldest foreign trade country. Indeed 
there is reason to believe that we have advanced a good deal 
beyond many of our European friends in this matter, and 
we have every reason to be proud of our titles. The Chamber 
of Commerce of the United States has published-a very com¬ 
plete bibliography, as has also the Natrona! Foreign Trade 
Council. The list of publications of the Bureau of Foreign 
and Domestic Commerce is a library in itself, and many of 
the titles are classic, treating practically every phase of 
financial or trade work. Commerce Reports, issued by the 
bureau, is an extraordinary trade publication, and has noth¬ 
ing approaching its counterpart in any country of the world. 
In addition many supplementary reports are issued, and a 
vast amount of information is on file which can be obtained 
for the asking. In other ways government assistance to the 
foreign trader in this country is unusually complete. 

For those contemplating foreign trade work, one of their 
first steps should be to get in touch with the Bureau of For¬ 
eign and Domestic Commerce in Washington, which has at 
its disposal technical and practical advice of incalculable 
value to the young ‘or old trader beyond seas. A‘bill has 
passed the House to greatly strengthen the foreign work of 
the Bureau by making the service a permanent institution 
instead pf being dependent, as at present, upon annual ap¬ 
propriations lasting only from year to year. That this ser¬ 
vice i» being taken advantage of far and wide throughout 
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the country, is shown in the last report of the director of the 
Bureau, Dr. Julius Klein. For the fiscal year ending June 
30,1925, requests coming from business houses reached the 
large total of 2,091,250, a gain over the previous year of 
850,000, and as a result millions of dollars in business came 
to American concerns. The offices of the Bureau abroad 
show increased activity and are actively aiding American 
business and American banking in their work throughout 
the world. To those unacquainted with the work of <he Bu¬ 
reau, consideration of the last report of the director will 
show an unsuspected and 'most constructive activity on the 
part of one government branch. * 

Our Department of State is also working closely with the 
foreign trader and is doing highly efficient things. As Mr. 
Joseph C. Crew, Under-Secretary of State, recently said, 
“we are training a Tiew generation of red-blooded young 
Americans, straight-thinking, clear«speaking men, whose 
watchword is ‘service,’ and whose high conception of integ¬ 
rity, sincerity and patriotism is steadily raising the stan¬ 
dards and effectiveness of the honorable profession they fol¬ 
low. They are at the service of every good American citi¬ 
zen and every legitimate American interest.” Many indeed 
are the specific cases where these men have come to the aid 
of American foreign trade and in innumerable ways* have 
saved money and time for our international activities. 

By the terms of the Rogers Act the diplomatic and con¬ 
sular services were recently welded into one strong organi¬ 
zation on the basis of permanent tenure of office, adequate 
salaries, allowances for representation, ancf pensions for 
those who reach the age limit or are incapacitated. En¬ 
trance i*s after rigid examination an^ promotion is on a 
merit basis. Exclusive of clerical personnel the combined 
activities, known as the Foreign Service, &rt represented by 
656 officers serving in 51 diplomatic and 398 consular j»Sts 
abroad. 

In other directions we are working actively. A favorable 
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report has been made by the Senate Agricultural Committee 
on the Department of Agriculture Foreign Service Bill, 
which passed the House some time ago. ThS Bill recognizes 
the foreign service now maintained by the department, 
provides that agricultural commissioners now representing 
the department in foreign countries shall be known as agri¬ 
cultural attaches to the diplomatic missions of the United 
States, and it is made the duty of these representatives to 
acquire and transmit to the department information re¬ 
garding world competition, the demand for agricultural 
products, production, marketing and distribution in foreign 
countries, t 

German propaganda in the South American press is an 
old story, and even today this news gets favored position in 
the daily paper. Such stories enjoy wide credeftce, in spite 
of the fact that the Associated Press aftd United Press are 
constantly adding to their list of South American services, 
special correspondents are sending their strings of cable 
news every day to various papers in the South and their type¬ 
written material as well, the American advertiser is becom¬ 
ing the bread and butter of many a South American news¬ 
paper and magazine, the All America Cables are solid foun¬ 
dations in the service of American trade. And if more were 
needed we have the First Pan American Congress of Jour¬ 
nalists, in session in Washington from April 7th to the 13th 
of the present year, which in point of merit, as national trade 
advertising, makes German and other effort of thp past look 
pale indeed. Under the auspices of the Pan American Union, 
this congress is a big step in the matter of bringing the Latin 
American newspaper man closely in touch with our rational 
ideals and principles,, and will also have a definite, practical 
trade reaction. 

In addition to discussion of journalistic matters, adver¬ 
tising, international relations, schools of journalism and the 
organization of a Pan American Press Association, the visit¬ 
ing delegates were shown American production at first hand. 
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and the automobiles, shoes, rubber goods and other things 
that have been advertised in their columns, became definite 
realities when they saw the factories in which these things 
are made, the technical excellence of organization and meth¬ 
ods, and the firm, high ideals that inform and inspire the 
American manufacturer. No occasional articles by our com¬ 
petitors can possibly overcome the visual and mental im¬ 
pressions which the delegates received in their visits to Bal¬ 
timore, Philadelphia, New York, Schenectady, Cleveland, De¬ 
troit, Akron, Pittsburgh, and other great cities. The pro¬ 
gram combined in an admirable way an introduction to 
American ideals, as expressed in our points o!» greatest his¬ 
toric interest and continued in those great centers of indus¬ 
trial life where heart and brain have worked to such fme 
and constructive purpose. , 

Any retail store’could hire some one to deliver goods pur¬ 
chased, but the general preference i»for the store to have its 
own delivery system. This service is safer and more satis¬ 
factory from many points of view. If the goods are shipped 
beyond the city limits, it is our own postoffice or our own rail¬ 
roads that carry them. From many standpoints it would be 
better to ship in our own boats the goods our foreign custo¬ 
mers buy, and whereas foreign bottoms in many cases give 
excellent service and low rates, the foreign trader 'knows 
that his longing for an American merchant marine is not 
merely patriotic sentiment, but is the result of many things 
he has se<pi and disadvantage he has suffered. We are build¬ 
ing up this marine, and as the government ^gets out of the 
business our private undertakings and initiative will be 
strengthened and freshened. 

The merchant marine of the United States, coastwise and 
seagoing, stands today at approximately 26,400 vessels of 
17,400,000 gross tons, compared with atfodt 19,500,000 tons 
for Great Britain. This country and Great Britain $re the 
great maritime nations of the world, Japan being third, and 
France, Germany, Italy and Norway following in th’e order 
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named. In 1914 our total merchant marine, both coastwise 
and seagoing, amounted to 7,928,688 gross tons, while in 
1925 this tonnage had increased to 17,405,902, and if we 
eliminate 2,500,000 tons of government-owned vessels which 
are unfit for peace-time service, we still have a large increase 
during the last decade. Omitting all sail craft and vessels 
below 1,000 gross tons, there is actually employed today in 
foreign commerce under the United States flag, 1,603,648 
tons of t>rivately-owned shipping and 1,820,930 tons of gov¬ 
ernment shipping. 

Our vessels are providing a regular, dependable service 
to all the principal overseas markets. It is not possible to 
take care of all American exports and imports in these bot¬ 
toms, but a goodly portion may be transported under the 
American flag, and much more could be shipped if American 
traders made a concerted effort to see tflht their goods were 
sent in American bottoms. Many of our exporters could 
quote C. I. F., thereby assuring shipment in American bot¬ 
toms, and foreign traders make it a point to see that this is 
the practice for their ships. It is pleasing to note that the 
tendency to favor American shipping is increasing among 
our importers, and American vessels are holding their own 
in the face of intense competition. As our foreign trade 
develops we shall probably have a revision of our shipping 
laws which handicap us greatly today, and the wages of the 
sea will bear more favorable comparison with those of the 
land. Our marine insurance companies will also be relieved 
of their taxation and legislative burdens, and the less than 
35 per cent, of ‘American imports and exports carried today 
by our ships, will be increased to a satisfactory ratip. 

Ninety per cent, of domestic business is floated on a cush¬ 
ion of credit, but our attitude toward foreign trade is not 
always so liberal! *It is the man beyond seas whom we are 
not willing to trust, although in the last analysis he may 
deserve credit a good deal more than the domestic trader who 
is preparing for bankruptcy, who is careless with discounts, 
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or whose section of the country h^s or will shortly -pass 
through economic difficulty. We are backward in this mat¬ 
ter, but we areJearning every day, and foreign credit grant¬ 
ing is becoming a more exact practice. Credit insurance* 
covering a certain amount of risk can be obtained, and credit 
information is available from a number of sources, notably 
that of "the Foreign Credit Interchange Bureau of the Na¬ 
tional Association of Credit Men. In markets where we. 
operate extensively our terms are generally favoraWe. The 
First National Bank of Boston in Buenos Aires recently 
stated that “in view of thfe frequently repeated assertion that 
United States exporters do not grant as gooij credit terms 
as their competitors, it is interesting to note that of the 
collections received by us from the United States in 1924, 
30.56 percent, of the value of the drafts were drawn at 
sight, 4.32 per cent, at 30 days, 11.57 per cent, at 60 days 
and 53.55 per cent, at 90 days or linger. In bills received 
from all other parts of the world, 44.74 per cent, were at 
sight, 6.07 per cent, at 30 days, 18.45 per cent, at 60 days, 
and 30.74 per cent, at 90 days or over.” This is an encour¬ 
aging comparison, and whereas the compilation necessarily 
leaves out terms granted on open account, there is probably 
no great variation in the situation. 

The idea is quite general that American houses are nig¬ 
gardly in matters of foreign credit. Cash in New York, we 
are told, is the practice among exporters. There is probably 
no more erroneous impression with reference to foreign 
business. ’ Any man who has had an opportunity to talk with 
experienced exporters and heads of houses'interested in a 
major or important sense in foreign trade, knows that for¬ 
eign credits in many cases are just as liberal and just as fair 
and constructive as domestic credits*, and that they are 
granted in the same way and with the «a*ne freedom from 
prejudice. And let it be said that credit experience abroad 
may be as satisfactory as credit experience at home. It is 
all a question of experience and knowledge. Bu? strong 
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houses are not going to be dismayed because credit terms 
demanded are of considerable length, provided the risk is 
good. If the risk is not good we had better let some of our 
competitors lose the money. 

But is the foreigner always to blame for difficulties in 
credit situations abroad ? Many times credits are given that 
should never be granted. A recent statement in the monthly 
bulletin of the Bank of London and South America Limited 
should “tie well taken to heart by every foreign trader. 
Speaking of conditions in the Argentine, the bank says that 
“it is no rare thing for a firm of recent creation, say two to 
five years, toipresent itself to the commercial courts with a 
balance sheet wherein the liabilities are out of all proportion 
to the capital responsibility of the concern. Pyramiding 
credit, dangerous at any time, is exceptionally' so in this 
market, where international competitioYi by sellers is gen¬ 
eral and apparently conducted on the principle that if A, B 
and C each allow a firm, say, £1,000, D may reasonably give 
the same house yet further facilities. It should never be 
forgotten that wealthy though the Argentine market may 
be, its numerical power of absorption is comparatively lim¬ 
ited. A drop in prices at the manufacturing centers trans¬ 
mitted to local distributors does not necessarily connote in¬ 
creased and rapid sales. Even auctioning imported lots is 
not at all times efficacious as a means of raising ready money, 
for the good and sufficient reason that few buyers will be 
found L. take over the wares, though offered at ‘giying away* 
prices. In cotton textiles a position of this nature is reported 
to have arisen u in regard to whites, with which the market 
has for some time past been very well filled at prices that 
are said to be 15 to !J0 per cent, above current Manchester 
quotations. This statement is made in a general sense, be¬ 
ing based on inqbifies from agents and distributors. Given 
the ayertge calculation or profit, the improvement in sterling 
exchange, and one or two other considerations not necessary 
to be gone into here, loss, even on these terms, would not be 
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inevitable, could the goods but be sold. »It is the limit o£ con¬ 
sumption and small inquiry that does the mischief in the 
case of the merchant whose use of credit is excessive, since 
the lock-up involved disturbs all his calculations and as often 
as not leaves presentation to the courts as the only way out 
of his impasse.” 

“That may be all true,” says the conservative, “but at 
home we are dealing with uniform trade practices; we have 
a national bankruptcy law and a Chicago dollar is a Boston 
dollar.” This would be fine,if it were true. The conservative 
seems to forget that every month our commercial agencies 
publish long lists of business mortality; we are mfw changing 
our bankruptcy law because of its inadequacy; the cost of 
our bankrupt and tire frauds in 1025 was $250,000,000; the 
National Association of Credit Men drove in $1,000,000 last 
year, to take care, in 8 way, of constantly increasing fraudu¬ 
lent failures; this country is no more»free than others from 
sharp trade practices, cancellations, refusal of goods on this 
or that technicality, demands for allowances of all sorts and 
kinds. In the ten months ending March 31, 1926, the Na¬ 
tional Association of Credit Men obtained 62 convictions and 
324 indictments on charges involving criminal acts in bank¬ 
ruptcy. 

Even under the worst period of exchange fluctuation it 
was possible to assure gold values, and with more stable cur¬ 
rencies today in a good many cases we can do without this 
insurance. .However, many foreign credit losses take place 
because of the ignorance of the seller of credit procedure 
and neither in law or practice is there excuse for ignorance. 
Morever,,if we would stop trying to cram’goods down the 
throat of the foreign buyer, without casing whether he can 
use them or not, we should be better off. But in any case 
the men who are daily shipping millions *of dollars worth 
of goods abroad are getting paid for their merchandise. 

Congress still doubts the need of providing our diplo¬ 
matic representatives with a salary that gives them ade- 
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quatp board and lodging, although a bill has recently passed 
the House providing for the lodging at least, and in the past 
certain sections of the world have not beert considered very 
carefully when it came to a question of diplomatic and other 
qualifications for our official representatives. Europe and 
the Far East have not come off so badly in this matter, but 
the sore spot has been Latin America. Here anything seemed 
good enough.- A radical change, however, has taken place in 
recenfyears, which is definite evidence of our improved atti¬ 
tude toward foreign trade and international affairs. It may 
be fairly stated that never before have Latin American 
affairs received such skilled and experienced attention at 
Washington. The majority of the posts south of the Rio 
Grande are well taken care of today by men trained in diplo¬ 
macy, fanjiliar with the language of the countries to which 
they are accredited and qualified by experience to attend to 
their duties. > 

Beginning at the top today we find Mr. Frank B. Kellogg, 
Secretary of State, who was a member of the American dele¬ 
gation to the Fifth Pan-American Congress held at Santiago, 
Chile, in 1923. Under-Secretary of State Joseph C. Grew 
and two of the Assistant Secretaries of State, Leland Harri¬ 
son and J. Butler Wright, are men with experience in Latin 
American posts. Another Assistant Secretary, Wilbur J. 
Carr, was long director of the Consular Service. The chief 
of the Bureau of Latin American Affairs, Francis White, was 
formerly stationed at Buenos Aires and Havana. Our am¬ 
bassador to the Argentine, Peter Augustus Jay, has had wide 
diplomatic service and comes from a family long distin¬ 
guished in American public life. Edwin V. Morgan, am¬ 
bassador to Brazil, is strictly a product of the diplomatic 
service, and was previously minister to Cuba, Uruguay and 
Portugal. 

Pu? Chilean ambassador, William Miller Collier, was 
minister to Spain and president of George Washington Uni¬ 
versity, Washington, D. C., and is noted for his knowledge 
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of Spanish. Our ambassador to Peru, Miles Poindexter, was 
formerly a senator from Washington and has gained a*posi- 
tion of solid inflflence with the Peruvian Government, while 
Samuel H. Piles, minister to Colombia and also a former 
United States senator, has contributed greatly toward es¬ 
tablishing cordial feeling between the country to which he is 
accredited and our own. Jesse S. Cottrell, minister to Boli¬ 
via, has been a distinguished journalist and brought to his 
diplomatic duties wide knowledge of men and affairs.* Evan 
E. Young, minister to Santo Domingo, came from the con¬ 
sular service, and the minister to Uruguay, U. Grant-Smith, 
has had diplomatic experience in Latin America^nd Europe. 

This honor roll should be continued with George L. 
Kreeck in Paraguay, James R. Sheffield in Mexico, Roy Tasco 
Davis in Cohta Rica, Dr. John Glover South in Panama and 
George T. Summerlin in Honduras, all men trained for their 
jobs. Our new minister to Nicaragua, Charles Christopher 
Eberhardt, is the first example of the interchangeability be¬ 
tween the consular and diplomatic services, while Montgom¬ 
ery Schuyler in Salvador, is distinguished in letters and in 
diplomatic service, and of all the diplomatic representatives 
in Salvador, is the only one housed in a building belonging 
to the country from which he comes. Our minister to Vene¬ 
zuela, Willis C. Cook, was prominent as a journalist, and has 
a long record of service on the bench in his state of South 
Dakota. All of the above is highly significant, for adequate 
diplomatic.representation is a vital link in the extension of 
foreign trade. 

Previous to 1914, the international monej of the world 
was thejpound sterling. The dollar was known and valued, 
but it was like a five-dollar gold piece in this country, it did 
not circulate. Today the dollar is the !>est known currency 
in the world, and the one that stands like & rock in a flood of 
shifting money tokens that for the most part rui> uj> and 
down hill constantly. The dollar, on the contrary, is gold, 
and gold is the dollar, interchangeable the one with ttuTother 
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at any time. And whatever we may say of commodity dol¬ 
lars, t>r managed currencies and so on, the world has decided 
that gold backing is the best guarantee of any representative 
money. This fact has been and continues to be of inesti¬ 
mable value to our foreign trade, if for no other reason than 
that it gives our currency a prestige as great as that ever 
possessed by the pound sterling. 

Not only are the people of the world impressed with these 
facts, iut the proudest banks and governments are coming to 
us with requests for credits that will support their curren¬ 
cies. The Bank of England and the British Treasury are 
protecting yie pound sterling with a $300,000,000 credit 
from New York bankers and the Federal Reserve Bank of 
New York; in 1924 France obtained $100,000,000, and the 
three Italian banks of issue $50,000,000 in 1926. The Na¬ 
tional Banff of Belgium received $50,000,000, with the prom¬ 
ise of more if needed; §40,000,000 was given to the National 
Bank of Denmark; $10,000,000 each to Czccho-Slovakia, Fin¬ 
land and Poland, and varying amounts to other countries. 
We have the international loan of $110,000,000 to Germany, 
which made possible the Dawes plan; $25,000,000 to Austria; 
$9,000,000 to Hungary; $25,000,000 to the Gold Discount 
Bank of Germany, and so on. And let us not forget that 
the strength of sterling has many times been due to transfer 
of American balances to London, and today we have a fairly 
workable relation between the discount rate in London and 
New York, due to Great Britain’s return to a qualified form 
of the gold standard, and, in great measure, to {he support 
of American'financial interests. Throughout the world, 
from the strongest government to the humblest peasant, the 
United States dollar is considered the standard value, and 
throughout this same world the products of American fac¬ 
tories are beginning to be looked at in the same way. 

Thi^ chapter should not be brought to a close without 
mentioning in emphatic terms the work done by many trade 
groups and associations throughout the country, which year 
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in and year out have carried on their work of education and 
encouragement in spite of many hanclicaps in Congress and 
among business men, The conventions and meetings of these 
groups, their consistent and ceaseless effort along educa-* 
tional lines, their defense of foreign trade in Congress and 
elsewhere, the time given without stint by the men interested 
in the work, have won out, and today those who have pio¬ 
neered in this great effort know that throughout the length # 
and breadth of the land, in the small and large factqj-ies and 
distributing organizations, foreign trade has taken a defi¬ 
nite place in sale and production plans, ami above all it has 
moved into a position where it commands respect and its due 
weight as a national factor of immense importance. Among 
these associations none has done finer things than the 
National Foreign Trade Council, but valiant work has been 
accomplished by tfa: American Manufacturers Kxport Asso¬ 
ciation, the American Exporters and Importers Association, 
the Chamber of Commerce of the*United States, the Mer¬ 
chants Association of New York, the Boston Export Round 
Table, Foreign Trade Forum, New York, Export Managers 
Club, New York, Pacific Foreign Trade Council, San Fran¬ 
cisco, and numerous groups throughout the country, organ¬ 
ized specifically for promoting foreign trade or having for¬ 
eign trade as a definite and important part of their activities. 

The National Foreign Trade Council has been particu¬ 
larly active in making possible that provision of the present 
tax bill, which places our non-resident traders upon a footing 
of equality with their competitors, by exempting them from 
United States taxation upon income earned ki the country of 
residence, provided they are non-residents of the United 
States’during six months or more of the taxable year. A 
salesman in this country whose salary was substantially less 
than that of a competitor, would be handicapped in many 
ways. This handicap has been removed for American busi¬ 
ness men abroad, so far as taxation is concerned. • 

Although combinations of related business activities, 
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with possibilities of restricting competition and so on, are 
not permitted in domestic trade, in accordance with our pol¬ 
icy of viewing foreign trade in an entirely -different light 
‘combinations for work abroad are permitted, under certain 
conditions, in what is known as the Export Trade Act, or 
the Webb-Pomerene Law. A considerable number of orga¬ 
nizations are today operating under this law, selling loco¬ 
motives, corn products, paper, milk products, abrasives, tex¬ 
tiles, cewent, lumber, phosphates, alcohol, rubber goods, fur¬ 
niture, sugar, paints, and many other things, and it is quite 
possible that as time goes on much' more extensive use will 
be made of ttys enabling legislation than has been the case 
during past years. 



CHAPTER VII 
EVIDENCE OF PROGRESS 

A Scotch trader recently told me that on his miwy trips 
to this country he found Americans, on business bent, crowd* 
ing the ships going east,' while English business men could 
almost be counted on the fingers of two harnl.^ on the ships 
moving west. Indeed at no point is the extension and im¬ 
portance of our foreign trade quite so ubiquitous and obvious 
as in London, one of the most highly competitive markets in 
the world. Kingsway and Aldwych, two populous sections 
of the city, are rapidly changing tljeir character, and in an 
address before the Cambridge Union Society it was stated 
that American firms threaten to spread from these points 
all over London until England becomes, in a sense, a subsi¬ 
diary state of the United States. In 1925, we sold Great 
Britain more than $1,000,000,000 worth of raw materials 
and manufactured goods. 

A walk through the London center of American activity 
gives some color to the above statement. A building called 
“The Pen Corner” shelters Waterman’s “Ideal” Fountain 
Pen and Dixon’s “Eldorado” Pencil, and the organization 
back of tfiese two articles covers the British Isles and many 
foreign countries; a wide range of Art Mtftal furniture is 
shown in another building; Union Carbide and Carbon Cor¬ 
poration is represented by a subsidiary that is selling Colum¬ 
bia dry cells, batteries and other specialties throughout Eng¬ 
land and the Continent; Texas Oil; Isgersoll Watch Co.; 
Wayne Tank and Pump Co.; Linotype and Machinery, Ltd.; 
British Thomson-Houston; Western Electric Co., Ltfi.; Ar¬ 
mour & Co., Ltd.; F. W. Woolworth & Co., Ltd.; ErAmelled 
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Metal Products Corp.,,Ltd.; Dennison Manufacturing Co., 
Ltd.; Kodak Ltd.; A. C. Gilbert Co., manufacturing “Polar 
Cub” fans, heaters, etc., all have their aetiver organizations. 
We have Bush House with its Greek architecture and noble 
inscription: "This building is dedicated to the friendship of 
the English-speaking peoples.” Here we find the offices of 
the United States Shipping Board, the Guaranty Trust Com¬ 
pany of New York, the Equitable Trust Company of New 
York, aed many other famous organizations, all branches of 
American concerns, many of them owning factories in Eng¬ 
land, and, like other American business interests, employing 
large number* of people and advertising their goods lavishly. 
The number of American concerns which have gained a foot¬ 
hold in British markets and organized subsidiaries in that 
country has increased some 40 per cent, since 19x4, accord¬ 
ing to a recent estimate, and the American products seen and 
sold iri London shops ary innumerable. Things unknown in 
England a decade ago, such as ice cream soda and chewing 
gum, are now common incidents of life, and American fiction 
magazines are steadily gaining in popularity, in the East- 
End of London, peddlers pasting new covers on well-thumbed 
back numbers and finding a ready sale at reduced prices. 
Shaftesbury Avenue, London, is jocularly called “New York 
Avenue,” for recently out of seven theatres lining its way six 
were presenting American plays. 

When King George recently visited the British Indus¬ 
tries Fair and inspected an exhibit of British typewriters, he 
was shocked tojearn that American machines were used in 
the British government departments. “It’s scandalous!” ex¬ 
claimed the king. liis Majesty was also told that weekly im¬ 
ports of American machines were very large. A few days 
before the same auljject had been discussed in the House of 
Common^, and an official of the Treasury Department stated 
that “preference would be given British typewriters when 
British*firms produced machines equaling the efficiency of 
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American makes. The best typewriting machines pre of 
American make.” 

Advertising'of American products has become widely 
general, and is bringing large sums into the coffers of the 
British periodical and daily press. Nationally advertised 
American products are rapidly becoming known in most 
British households, and a check of periodicals issued by only 
one of the British publishing groups shows* the following 
well-known American names: Pro-phy-lac-tic, Cartels Pills, 
Pepsodent, Ford Cars, Anglo-American Oil Co., J. B. Wil¬ 
liams Co., Palmolive Soap, United States Rubber Co., United 
States Lines, Sun-Maid Raisins, Dodge Cars,* Mothersill’s 
Remedy, Hoover, Forhans, Grape Nuts, Instant Postum, 
Shredded Wheat, Miller’s Musterole, Paige-Jewett Cars, 
Packard Cars, Overland Cars, Nujol, O-Cedar Jflop, Quaker 
Oats, Underwood Typewriter, Corona Typewriter, Gillette 
Safety Razor, Remington Typewrite*, Alkia Saltrates, Toka- 
lon, Auto Strop Razor, Ever-Sharp Pencil, Ever Ready Pen¬ 
cil, Exide Batteries, Ever Ready Batteries, “Polar Cub” 
Fans, Gilbert Toys, Danderine, Blue Jay Corn Plaster, Cu- 
tex, Dr. Williams’ Pink Pills, Euthymol, Kodak, Wrigley’s 
Chewing Gum, Pompeian Toilet Products, Itexall and Men- 
nen’s Toilet Powder. 

In another part of the British Empire, American in¬ 
fluence has long been marked. A correspondent of the Lon¬ 
don Economist says that “the visitor to Canada will before 
long inevitably find himself noting the cases where one or 
the other influence (British or American)'predominates. 
In such a list America leads on all material points. Canada 
does her buying and selling in dollars-^-not in pounds. Her 
press in style, in format and in news is American. She plays 
baseball, not cricket. In the drama, in the*‘pictures,’ in lit¬ 
erature, in magazines and periodicals which flood the book¬ 
stalls she is American, not British. The same is true of her 
trains and time-tables, her idioms and forms of speech, her 
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club' life, men’s dress end ladies’ fashions. Even her trade 
unions' are affiliated with the American Brotherhoods.” 

This influence and the one we have just noticed in Eng¬ 
land is not restricted to these two countries, but is growing 
in most countries of the world. American selling and Ameri¬ 
can advertising are creating for themselves a place distinc¬ 
tive. An English manufacturer told me a short time ago 
1 that every time he came to this country he was impressed 
with the peculiar force of American salesmanship. Our 
salesmen “are persistent and dogged in their endeavor; they 
have their story logically and clearly worked out, and yester¬ 
day I sat forgone solid hour listening to an American sales¬ 
man talk, and after it was all over I could not pick out a 
phrase that was not sound.” If the American salesman with 
his hat on the back of his head and a cigar in his mouth was 
ever a type, he is rapidly disappearing. In his place are 
stepping a group of men scientifically trained, provided with 
the arms of their craft and with an impelling newness of 
view and exhaustless optimism. The London Times declares 
that no one could consider the proceedings of the advertising 
convention, a little over a year ago at Wembley, “without 
realizing that the scientific side of salesmanship in the care¬ 
ful study of markets, the use of statistical analysis and the 
consideration of human problems, has been carried to a far 
greater length in America than in these islands. There are 
still too many firms in Great Britain that are content to re¬ 
gard advertising solely as an expense, and who ippke no ef¬ 
fort to coordinate their selling policy with judicious adver¬ 
tising. Some firms leave the whole matter to a single direc¬ 
tor who has made no special study of it; others have no set¬ 
tled policy.” One nefds only glance through the American 
bibliography on selling to appreciate this statement of the 
Times. For every' English title we have a dozen, and the 
breadth and intensive analysis of our work is not approached 
in any country of the world. 

We* do not, however, keep our knowledge of selling and 
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our analytical work merely for home,consumption. Ameri¬ 
can methods and system are being inculcated in ever/ coun¬ 
try of the world, and an intimate part of the foreign work of 
many exporters consists in showing their customers beyond* 
seas how to conduct their business along sound lines and how, 
consequently, to make money or more money. Large sums 
are being spent annually in this work, which takes the form 
of printed material, or is carried forward by correspondence, . 
or advice and counsel, of selling representatives and high offi¬ 
cials of American houses. 

Treated in this country as an intimate part of selling, 
American advertising methods are winning rapid and world¬ 
wide recognition and the advertising convention at Wembly 
clearly showed, by contrast, the great advance in the science 
of advertising which has been recorded in the United States. 
The Manchester Guardian tells us that “we heaV a lot these 
days about advertising Manchester or Manchester goods. 
How is it to be done? Can we increase trade by boosting 
the city or the goods ? If we are to try, we must not ignore 
American precedents, for America undoubtedly knows much 
more about the art of advertising than we do.” 

American advertising methods and typography are push¬ 
ing their way through the markets of the world. Great for¬ 
eign newspapers are employing American advertising men, 
and foreign advertising agencies are being established along 
American lines. I have known expensive American goods to 
dominate® cheap foreign market as a result of American 
advertising, and our knowledge of foreign advertising media 
and needs has been subjected to close analysis by many or¬ 
ganizations, advertising, government and commercial, in this 
country. But it is not alone the technique of American meth¬ 
ods that is prevailing. It is above all the .spirit of this ad¬ 
vertising, which holds for honesty and square deling, and 
which, as a rule, is known to be representative of the'goods 
advertised. From a multitude, I take the following»adver- 
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tisement of pneumatic tools, from a copy of the Review of 
the Rvoer Plate, of Buenos Aires: 

“Look upon this name as a guarantee of the merit of 
* every product upon which it appears. It is the Company’s 
pledge that into every tool and machine which bears it, have 
been put design, materials and workmanship of the highest 
character possible through scientific engineering and mo¬ 
dern production practice. It is the Company’s signature to 
an un^served’ endorsement of the equipment for the use 
intended. It is the sign of the One Policy, One Quality, One 
Conscience, which dominate the manufacture of all Chicago 
pneumatic products.” 

This is the spirit that American advertising is sending 
abroad, and the spirit is clear today in many of the languages 
of the world. In our foreign work we are carrying into 
practice the'same principles we use at home, and advertising 
is an intimate part of that work. The typography of many 
widely known foreign publications is being moulded by 
American advertising, and the frankness and honesty of this 
advertising is being used as a guide. Particularly in Latin- 
America is American advertising looked upon as standard, 
and I am frequently asked by South Americans to recom¬ 
mend books on advertising from that rich library which has 
been developed in this country and which, as our library of 
sales literature, has nothing approaching it in any other 
country. 



CHAPTER VIII 
OUR MONEY GOES ABROAD 

Conditions in England regarding American branch fac-» 
tories, selling organizations and advertising, are topical of 
many countries of the world. For a variety of reasons, stra¬ 
tegic and economic, the American factory! branch house or 
representative has become a part of the national economy of 
many states, employing native help, paying taxes to foreign 
governments, and, most important of all, serving as an ex¬ 
ample of efficiency and modern business methods for many 
conservative and ifrimitive countries of the world. The ef¬ 
fect of this latter influence in Latij-America has been par¬ 
ticularly emphatic and productive. 

Our control of industrial establishments in Canada is 
notable, and this fluctuates from absolute ownership to a 
majority-share control. In consequence there is consider¬ 
able variation in the statistical showing, the most recent 
summary for entire control showing about $100,000,000 of 
American money involved, with some C80 firms, employing 
87,000 persons, distributing $95,700,000 annually in wages 
and with a production valued at $000,000,000 a year. The 
total amount of American money, however, devoted to indus¬ 
try is estimated at about $800,000,000, and the number of 
factories in which we have a controlling or S substantial in¬ 
terest has increased from 200 before the*war to some 1,200 
at present. The Canadian Bureau of Statistics estimates 
that 31 per cent, of Canadian factories are owned by us, 58 
per cent, by Canadians and 10 per cent. My British. Further¬ 
more, many manufacturing enterprises originally .estab¬ 
lished by American capital have been purchased by Canadian 
interests. 
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American branch establishments, factories, and repre¬ 
sentation abroad are present in every range and degree of 
business activity. The F. W. Woolworth Co. has stores in 
"Havana, and 213 stores in the British Isles; Schulte Retail 
Stores are building shops in London and Paris and will 
gradually create a European chain; Ford has factories and 
assembling plants in Canada, Santiago (Chile), Antwerp, 
•Stockholm, Port Elizabeth (South Africa), Australia,and so 
on; Victor Talking Machine Company makes its product in 
Canada, Italy, India and the Argentine; International Wes¬ 
tern Electric Co. '(now the International Standard Electric 
Corporation) «has factories and stocks in London, Antwerp, 
Paris, Madrid, Oslo, Milan, Sydney and Buenos Aires; the 
International General Electric Company has branches or fac¬ 
tories in Argentina, Brazil, Mexico, Cuba, Australia and 
many other points, as well as controlling producing and sell¬ 
ing organizations throughout the world; National Cash Reg¬ 
ister Company has a plant in Berlin, and fifteen subsidiary 
companies operating in Argentina, Cuba, Porto Rico, Aus¬ 
tralia, New Zealand, Austria, Belgium and other parts of 
the world; Corn Products Refining Company has plants in 
Germany, France and England; William Wrigley Jr. Com¬ 
pany has a modern factory at Frankfort, Germany, and is 
building another in London; Swift, Armour, Wilson, and 
other big packing interests operate branch plants in South 
America, New Zealand and Australia; United Shoe Machin¬ 
ery Company has factories in Germany, France, England and 
other countries; the Singer Sewing Machine Company has 
plants in Seotlahd and Germany, and stocks throughout the 
world. Practically, every commercial country has its equip¬ 
ment of American plants. 

One can only suggest the variety of these enterprises, 
for if we include representatives, branch houses, assembling 
and manufacturing plants, the list is overwhelming. Abroad 
we are stocking, manufacturing and selling with resident 
represehtatives a list of commodities as wide as commerce 
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is wide; we are merchandising through retail and wholesale 
stores, through branch and agency stocks; we are selling 
chewing gum and locomotives, dye products and tractors, 
hosiery and printing presses, automobiles and cameras, safe¬ 
ty razors and machine tools. Direct shipments from the 
United States, by innumerable small as well as large con¬ 
cerns, go to swell an ever-rising tide. Throughout the great 
and small cities to the north, south, east and west, the Ameri¬ 
can foreign trader is working, fighting his way and gaining 
slowly but surely. For he has value to sell and conscience 
in the selling. 

Some ten years ago I sat at lunch with the head of an 
investment house. “If I were in your business,” I ventured, 
“I would open a department for the study of foreign issues 
and foreigrf investments. I believe the time vvill^come when 
we shall have foreijft security listings in New York, as long 
as those of Paris and London. “Useless,” said the banker. 
“You cannot interest the American public in foreign issues.” 

In 1913 our foreign investments amounted to $2,626,- 
000,000, and we were indebted to foreign nations to the ex¬ 
tent of $5,000,000,000. On the New York Stock Exchange 
the total number of foreign government and municipal obli¬ 
gations was less than a dozen, and the total annual turnover 
in foreign securities was hardly $2,000,000. Today werhave 
paid back a large part of our debts, and we have total in¬ 
vestments abroad of approximately $11,500,000,000, exclu¬ 
sive of political debts amounting to $12,000,000,000, accord¬ 
ing to Moody compilations. Our investments cover practi¬ 
cally every civilized country of the world, and listings of for¬ 
eign government and municipal bonds on the New York 
Stock Exchange Jan. 1, 1926, amounted to $3,381,630,000, 
a gain of $431,179,000 in one year. There were 121 different 
issues. Financial experts in Washington Yigure that foreign 
states, municipalities, and so on, will absorb mare t than 
$1,000,000,000 annually for a good many years; private in¬ 
vestors will send out $260,000,000 or more, for the sdpport 
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of oil, mining, rubber and other raw material and manufac¬ 
turing projects. Millions will be spent by American bank¬ 
ing houses in buying into German and foreign banking 
houses, while other millions will be disbursed by American 
concerns in establishing foreign plants and distributing or¬ 
ganizations. In Germany alone we are putting enough 
money to take care of present reparation payments of 100,- 
000,000 marks.a month. All of this means increased exports, 
temporary in the case of credits established for foreign in¬ 
terests which they use in part to purchase raw materials, 
foodstuffs and -manufactured goods, permanent where 
credits go abroad for factories and industries established 
by American concerns, or where American equipment be¬ 
comes standard in a plant belonging to foreign interests. In 
a good many cases, for example, Chile, Mexico and Canada, 
a large pol'tion of our exports represents purchases by 
American interests abroad. This is in harmony with Eng¬ 
land’s experience. 

Bewildering indeed is the variety of public issues which 
represent our foreign commitments: municipal, government 
and state loans, railroads, banks, churches, power companies, 
mines, factories, agriculture, loans for stabilizing currencies, 
for creating a new state as in the case of Germany, for pre¬ 
venting exchange raids as in the case of France, steamships 
and every form of human economic activity for which money 
is needed by those at the head of affairs. This money will 
remain, in most part, permanently abroad. Those who de¬ 
sire may sell their stocks and bonds to others, through the 
medium of the stock exchanges, but as the bonds of the 
Pennsylvania and,the New York Central railroads are per¬ 
manent so our foreign capital advances will be permanent. 

During the past Six years, public utility and corporate 
enterprises operating in this country have added to their 
rolls morp than 3,500,000 stockholders, including 500,000 em¬ 
ployees, 1,000,000 customers and 2,000,000 from the general 
publics Since that date there has been an increase of at 
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least 2,500,000 bondholders, and scyne 1,800,000 farmers 
have become financially interested in cooperative buyifig and 
selling. During the same period more than 28,000,000 sav¬ 
ings accounts have been opened and savings deposits have* 
doubled. Savings banks deposits increased from $14,672,- 
000,000 in 1920, to $23,134,000,000 in 1925; life insurance in 
force from $33,091,000,000 in 1920, to $72,000,000,000 in 
1925; wages and salaries from $32,000,000,000 in 1918, to« 
$40,000,000,000 in 1925; in 1926 we shall spend mcne than 
$1,000,000,000 on rural highways. At the close of 1925, 
twenty industrial corporations alone had 'cash and invest¬ 
ments of $1,190,015,000. American Telephoned Telegraph, 
in 1925, had net earnings of more than $107,000,000; Gen¬ 
eral Motors, $106,000,000; Ford Motor Company, $115,000,- 
000; United States Steel Corporation, $90,000,000; Pennsyl¬ 
vania Railroad, $69,000,000; Standard Oil of Indiana, $52,- 
000,000; New York Central Railroad, $48,000,000; Texas 
Company, $40,000,000; General Electric, $38,000,000; F. W. 
Woolworth Company, $25,000,000, and so on through a long 
list. There were 94 corporations that earned $10,000,000 or 
more during 1925. 

Formerly security issues went chiefly into these strong 
boxes, but now they pass into the hands of an army of small 
investors throughout the country. We are in particular good 
shape for this flood of foreign securities, and they are teach¬ 
ing our people international relations as nothing else could 
do. Today it is not a question of foreign governments and 
business enterprises coming to our doors for money. Ameri¬ 
can banking groups are actively competing With each other 
abroad. The struggle has been transferred from the credi¬ 
tor’s to’the debtor’s country. The idea of the Hundred Mil¬ 
lion Dollar “Foreign Trade Financing Corporation” that 
could not be floated in 1920, although backed by the Ameri¬ 
can Bankers Association, is now being developed.in many 
different directions. We have investment trusts resting on 
both foreign and domestic securities, and as time goes on 
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these flans for spreading investment risks will grow increas¬ 
ingly popular. Again we are following the line laid down in 
former practice by Europe. 

In addition to the flow of money abroad originating in 
public sales of securities, there is an equally steady outgo of 
millions from private enterprise which satisfies the needs of 
that same enterprise in some foreign country. For exam¬ 
ple, we have investments of $4,000,000,000 in Latin America, 
of which public securities amount to $610,000,000 and indus¬ 
tries $3,160,000,000. We have nearly $1,500,000,000 in 
Cuba, the greater portion in sugar mills and sugar planta¬ 
tions; $30,000,000 of American money is in Bolivian tin 
mines, $30,000,000 in Chilean nitrate fields, $300,000,000 in 
Chilean copper; we have $80,000,000 invested in Argentinian 
packing plants, $36,000,000 in Brazilian packing plants, 
$1,000,000,000 in Mexico, more than $1150,000,000 in Peru, 
other millions in banana plantations of Central America, 
and still more millions in petroleum fields of South Ameri¬ 
can states. Millions of the future will go the way of our for¬ 
mer millions and into new and old things: rubber, minerals, 
power companies, railroads, and so on. With this list before 
us it cannot be said that we have neglected our future need 
of raw materials. As industry’s demands increase these raw 
materials will be augmented, for the wages of money are 
just as clearly defined as those of the carpenter, the plumber 
and the plasterer. European owned cables in Latin-Ameri- 
can waters now total some 26,000 miles, slightly less than 
the pre-war figure. American mileage has increased from 
14,000 pre-wa# to 34,000 at present. For the first time in 
history wire communication, without relay, was recently 
established between Mexico and the United States. }Ve now 
have a service with Mexico City, identical in all respects 
(day-letter, night-lfetter and so on) with that in the United 
States. There are listed today on the New York Stock Ex¬ 
change $2,000,000,000 of Latin American securities, exclu¬ 
sive of Mexican issues. 
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We have $3,000,000,000 invested in Canada, in govern¬ 
ment and railroad bonds and in such varied enterprfses as 
lumber, pulp and paper, central electric stations, meat pack¬ 
ing, copper smelting, rubber goods, shipbuilding, drugs and' 
chemicals, fish canning and curing, patent medicines, auto¬ 
mobiles and accesories, asbestos mining, artificial abrasives, 
petroleum, copper, gold mining and so on. Millions are going 
to Italy, France, Germany and Central Eusope as invest¬ 
ments in industrial enterprises. Concerns like the General 
Electric and DuPont havepurchased large interests in many 
allied concerns throughout the world; we have millions in 
rubber plantations in the Dutch East Indies; large sums in 
manganese mines in Brazil, and growing investments in 
China and Japan. In 1925, England had $140,000,000 for 
investment abroad, against $900,000,000 in 1913. There can 
be no doubt as to vtfhere the money for foreign investments 
during a long future will be sought.. 

With the most liberal view possible, however, one cannot 
help suspecting that in the matter of foreign loans we have, 
up to the present, been a little too liberal. Other nations 
have stipulated that where loans are floated for the purpose 
of purchasing commodities, the money shall be spent in the 
lending country, or this has been brought about. We might 
well study foreign example. Whatever merit there may be 
in the theory of triangular payments, that the dollar can only 
be used in the United States, that eventually our money will 
come back, to us with orders for goods, the fact is that our 
loans can be disbursed, in part at least, in a good many 
ways, other than in the purchase of goods, ets bankers well 
know. 



CHAPTER IX 
OUR PIONEERING ENGINEERS 

British engineers have been one of the most important 
elements in the development of foreign trade for their coun¬ 
try. Services rendered foreign states and enterprises and 
the extensioif of British organizations abroad, have all gone 
to create a demand for British products, a demand which 
has been the cause of increasing exports of British manu¬ 
factures as these enterprises have expanded and as the use 
of British machinery and supplies has grown in popularity, 
as a result of the introduction of such things into a given 
market. The experience of England is being duplicated in 
this country. 

When Secretary of the Navy Whitney stated in his re¬ 
port, in 1886, that although $75,000,000 had been spent on 
the navy between 1868 and 1886, the money had been vir¬ 
tually thrown away, he, unfortunately, had the weight of evi¬ 
denced his side. “It is questionable,” said Mr. Whitney, 
“whether we have a single naval vessel finished and afloat 
at the present time that could encounter the ships of an im¬ 
portant power—a single vessel that has either the necessary 
armor for projection, speed for escape, or weapons for de¬ 
fense.” 

As a result of this statement a bill was passed providing 
for the building of a battle-ship, the Texas, an armored 
cruiser, the Maine, and a protected cruiser, the Baltimore. 
But in order to build the ships we had to purchase the plans 
for two of them from a foreign power. For a number of 
years thereafter our domestic engineering problems were 
solved for us in part by foreign engineers, but today we 
80 
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have freed ourselves from such tutelage and, as in thj case 
of our financial, agricultural, mining and other experts, 
many countries of the world are calling on us for engineering 
assistance. As a result, a large tonnage of American prod¬ 
ucts is moving abroad. It is true that in certain parts of 
the world American engineering work was known in the 
past, notably on the west coast of South America, but these 
cases were too infrequent to develop a trend. 

Our engineering activities are as broad as the World. 
From Persia comes the news that the Persian Ministry of 
Public Works proposes to engage four American specialists 
to draw up plans for a big scheme of railroad instruction^ 
which will link Teheran with all Persian frontier stations 
and seaports, the initial cost of engaging experts to be ?,‘!00,- 
000. When the plans have been drawn up tensors will be 
invited for construcfion ami equipment. Two American en¬ 
gineers sailed for Australia in February, to make a survey 
of the electric power resources of the country, and to place 
at the service of Australia the benefit of America's electric 
experience. Sir James Elder, Commissioner for Australia 
to the United States, said that “because our government be¬ 
lieves that the United States is far ahead of other nations in 
backing up its man power with horsepower, we came to 
America for the men best qualified to tell us how to develop 
electric plants and how to use them.” An American organi¬ 
zation, the J. G. White Engineering Corporation, is to design 
and supervise the construction of an irrigation system on 
which the Mexican government will spend $20,000,000 dur¬ 
ing the next three years, for the irrigation of 5,^)00,000 acres. 
In the Far East we are putting up fireproof buildings, con¬ 
structing docks, railroads and so on, ong American company 
alone, The Foundation Company and The Foundation Com¬ 
pany (foreign) being engaged in active operations, running 
into millions, in many countries of the world. A recent 
advertisement of the latter organization showed under way 
a power station in England, a highway in Peru, the Lohvain 



32 Can We Compete Abroad? 

Library in Belgium, piers for the Sumida River bridge in 
Japan and the Immer factory and housing in France. 

The,engineering work of Dr. Frederick S. Pearson, an 
American, is classic, and although he lost his life on the Lusi¬ 
tania, his accomplishment in Brazil and in Spain remain an 
immortal monument. Dr. Pearson gave Rio de Janeiro heat, 
light, power and telephonic communication, the Rio de Ja¬ 
neiro Tramwgy, Light and Power Company, Ltd., having 
over 857 miles of tramway, nearly 80,000 telephones in oper¬ 
ation and a long-distance system extending throughout the 
country. A New York loan of $12,000,000 is enabling an¬ 
other American firm to raze Castle Hill at Rio, and in other 
parts of Brazil we find the movement Dr. Pearson started 
carried on by interests identified with his name and by other 
engineering concerns. With the proceeds of New York loans' 
the Foundation Company is completing>a vast work of sani¬ 
tation in Peru, at Lima^ Cuzco, Ayacucho and Arequipa. This 
job includes new water, sewage and paving systems, irriga¬ 
tion projects and so on. Callao is soon to have a new $10,- 
000,000 dock system, constructed by C. L. Chester, of New 
York. This work, which includes operation of the docks for 
twenty-five years, has been interrupted by the Tacna-Arica 
incident, but the delay is only temporary. 

The work of Ulen & Company of New York, in Latin 
America and other parts of the world, has been especially 
notable. Some years ago this firm built water works and 
sewer systems for five cities in Uruguay; they have executed 
similar contracts for La Paz and Cochabamba, Bolivia; re¬ 
cently they completed the installation of a sewer system for 
the city of Maraohao, Brazil, and are now putting in water 
and sewer systems for the city of Bogota, Colombia, and a 
number of cities in Poland. They are also rehabilitating 
the water supply systems of Athens and Piraeus, which will 
make necessary the construction of a great aqueduct. This 
firm has built for the Bolivian government 123 miles of rail¬ 
road,- connecting the railway system of Bolivia with that of 
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Argentina, and making it possible to tnavel by rail froip the 
city of La Paz to Buenos Aires. 

In San Salvador, the capital of the Republic of Salvador, 
R. W. Hebard & Company are putting in water works, a 
sewage system and paving the streets, this firm having pre¬ 
viously done important work in Panama. Nolan & Company 
are cutting great boulevards through Buenos Aires, which 
remind one of Paris during the time of the third Napoleon. 
The International Railways of Central America, an Ameri¬ 
can concern, is building a Hne to connect its system in Sal¬ 
vador with that of Guatemala, which means a direct line 
from the Pacific coast of Salvador to the Atlantic seaboard. 
The J. G. White Engineering Corporation changed the port 
?f Guayaquil, Ecuador, from a fever-stricken place to one of 
the healthiest spots in the tropics. The United F>uit Com¬ 
pany has constructed fine docks at many Carribbean ports, 
built cities, and has erected hospitals,that are the pride of 
Central America. 

In addition to the strictly engineering work done under 
contract, the work of the United Fruit Company suggests 
the vast engineering developments carried out by the Chile 
Copper Company, Braden Copper Company, Andes Copper 
Mining Company, Cerro de Pasco Company, Bethlehem Chile 
Iron Mines Company, Vanadium Company, Caracoles <Tin 
Company, Northern Peruvian Smelting & Refining Com¬ 
pany, and so on. Truly the spirit that built the Panama 
Canal, rid IJavana and Panama of yellow fever, the spirit o$ 
William Wheelright, who built the first railways in Chile 
and Argentina, of Henry Meiggs, who later undertook that 
prodigious enterprise, the Central Railroad of Peru, is 
carrying on. , 

A few years ago the devastating floods of centuries'were 
stopped by the work of American engineers’on the Yellow 
River in China, and only a short time ago The Foundation 
Company (foreign) secured a 127,000,000 contract for the 
drainage and irrigation of the Saloniki Plain, which will be 
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one of the most important economic events in the history of 
modern Greece. A great handicap for Greece has been in¬ 
adequate food supply, as only about one-fifth of its 50,000 
square miles of territory is cultivable, and fully three-fifths 
consists of barren hills and mountains, a handicap which has 
increased in magnitude as a result of the influx of 1,250,000 
refugees from Turkey. The American engineers will be 
called on to irrigate and drain the Saloniki Plain, approxi¬ 
mate 800 square miles in extent, 300 square miles consist¬ 
ing of swamps and great shallow lakes absolutely useless to¬ 
day. The work-will require five and one-half years, will mean 
the controlling of rivers and draining of lakes, employment 
of 5,000 men, construction of great warehouses to take care 
of the new products and establishment of model agricultural 
and cattle-breeding stations. 

Out of\his great array of engineering activity abroad, a 
particularly interesting case is that of the construction of 
the library for the American School of Classical Studies at 
Athens. This is known as the Gennadeion and was built by 
the Carnegie Corporation, but its effect on American foreign 
trade will be no less potent. Mr. W. Stuart Thompson, of 
the firm of Van Pelt & Thompson, New York, the architects, 
went to Athens to start construction, but he was compelled 
to remain two years, as every detail had to be supervised. 
To quarry the marble 1,000 men were employed, and it was 
necessary to teach Greek workmen American construction 
methods in order to carry out the plans. Mr, Thompson 
states that "{.he thing that caused great interest among the 
builders and architects of Athens was our method of building 
from the inside toward the outside, thus saving exterior scaf¬ 
folding; the use of hoists, derricks and concrete mixing ma¬ 
chines, and thq pouting of materials to workmen, so as to 
keep tljem constantly supplied with materials. In Athens 
a stone worker, for instance, normally drops work for two 
hours a day to go for his materials. We kept him supplied 
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constantly by hoists. Six or seven j>er cent, of the labor 
cost was furnished in this way. 4 

“The Greek government took cognizance of this, made 
a study of the work, and is planning to use American meth-' 
ods in the great housing works which Greece must soon 
undertake to provide for the large surplus of population.” 

Comment is superfluous, in a case of this kind, on the 
effect of American engineering work abroad as affecting 
American foreign trade. 



CHAPTER X 


EXAMPLES OF ACTUAL PRACTICE 

A tittle over a year ago the King of Spain signed a decree 
authorizing the execution of a contract with the Compania 
Telefdnica Nacidnal de Espaiia, organized by the Interna¬ 
tional Telephone and Telegraph Corporation, for the con¬ 
struction and operation of a general telephone system 
throughout Spain. The American company has obtained a 
strong footljold in France through the acquisition of a sub¬ 
stantial block of stock of the Compagflie des Telephones 
Thompson-Houston, is increasing its interest in Mexico and 
has long years of constructive development back of it in Cuba 
and Porto Rico. The company will doubtless take over other 
European and Latin-American systems during coming years 
and will develop international service. 

The American organization is a welcome factor in the 
economic life of Europe, due particularly to the poor tele- 
phons service furnished by the different governments, in 
many sections the telegraph being a better means of com¬ 
munication than the telephone. In the United States today 
there are 148 persons for every 100 in 1900, and t for every 
100 telephones at the end of 1900 there are now 1*194. The 
telephone has Increased nearly 1,100 per cent, and popula¬ 
tion 48 per cent. -In Europe no such development has taken 
place. By its recent Requisition of the International Western 
Electric Company (now the International Standard Electric 
Corporation), the‘International Telephone and Telegraph 
Corporation has greatly strengthened its position, as the for¬ 
mer organization has a network of controlled and affiliated 
companies in many countries of the world. It owns the 
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Bell Telephone Manufacturing Company of Antwerp,-em¬ 
ploying 2,700 persons; the Standard Telephones and Cables, 
Ltd., of London, with 3,000 employes and branches through¬ 
out Great Britain and her colonies; Le Materiel Tetepho-' 
nique, Paris, which has a factory in Paris and cares for 
France and her colonies; the Western Electric Italians, own¬ 
ing a factory in Milan and serving Italy and her colonies; 
the Standard Electric Aktieselkap, Christiania, selling tele¬ 
phone equipment throughout Norway, Sweden, Denmark and 
Finland; Teldfonos Bell, S. A., the main office of which is in 
Madrid and the factory at Barcelona; Standard Telephones 
and Cables (Australasia), Ltd.; Compaftia Standard Elec¬ 
tric Argentina; a large interest in Nippon Denki Kabushiki 
Kaisha, which has a factory at Tokio, and in the China Elec¬ 
tric Company, Ltd., with its head office at Peking. The In¬ 
ternational Standtfrd Electric Corporation has*lesser inter¬ 
ests and contractural relations witl; numerous other foreign 
companies, and is representative of the work being done by 
a number of large American concerns. This is one way in 
which we overcome foreign competition by giving service 
and producing mechanism that is not competitive with any¬ 
thing existing. 

The European business of the Eastman Kodak Company, 
as a result of the work of Kodak, Ltd., the British subsidiary 
of the American company, has reached the level it would 
have attained had the pre-war annual increase been un¬ 
broken. British, French and Italian markets are absorbed 
from 76 to 90 per cent., and plans are being worked out for 
the German market. A factory is maintained at Harrow, 
England, and another at Vacz, near Budapest. Competition 
is keen; there are 15 firms in England manufacturing gen¬ 
eral photographic goods in the same field with Kodak, Ltd., 
while in Germany, there are 40. Thosf* having a turnover, 
however, anywhere near 1914 consider themselves fortunate, 
but every London clerk has a little Brownie when he goes for 
a Sunday swim at Brighton, and German tourists going to 
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Italy usually make a Kodak their first purchase. In cheap 
cameras Eastman has no serious competitor. 

Selfridge & Co., of London, a department store owned 
'by an American and conducted along American lines, is now 
doing an annual business of more than 125,000,000, gross. 
“It was uphill work,” said Mr. Selfridge a short time ago, 
“for several years to win the British public to American de¬ 
partment store-methods, but now the battle is won. London 
twenty years ago was just a big town, an agglomeration of 
thirty-seven small towns, each with its own board of aider- 
men and small town methods. There were only two stores 
in London which could be regarded as more than small shops. 
Education in this field went slowly. People, especially our 
competitors in the department store business, resented new 
ideas. Above all they disapproved of American methods of 
advertising. But this is changing now. The English people 
welcome any new idea and are alert to American ways of 
doing business." 

Mr. Selfridge is credited with educating the English pub¬ 
lic to American department store methods. His competitors 
have one by one moved out of old-fashioned buildings, packed 
to the roof with goods, and have built more spacious quar¬ 
ters with their counters somewhat cleared for business. Mr. 
Selfrhige, with his stores in half a dozen cities besides Lon¬ 
don, has also educated the public in the acceptance of stan¬ 
dardized goods, thereby proving the inaccuracy of the state¬ 
ment that the foreigner will never accept standardized arti¬ 
cles and that our method of production is a serious handicap 
abroad. 

Every six months there takes place in Buenos Aires an 
examination conducted by the Singer Embroidery Acade¬ 
mies of Buenos Aires, which is a most interesting example 
of the creation of a’demand for an American product. Ef¬ 
forts to organize the instruction of art needlework by sewing 
machines were commenced some nine years ago, but they 
met wfth the obstacle that women of Argentina, like those 
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of all Latin countries, do not take kindly to innovations or'to 
collective discipline. They have a marked love for the beau¬ 
tiful and are skillful at needlework, but their needlework 
was done by hand and every convent taught it. Gradually, 
however, progress was made, a teaching organization came 
into existence, textbooks were produced and instruction was 
reduced to a scientific basis. Today every purchaser of a 
treadle family machine has the right to receive 25 gratuitous 
lessons, and careful inspection is given the work done. Dvery 
grade “B” and grade “C” shop throughout the country has 
its academy; there are sub-academies in ‘less important 
towns, some 350 in all, through which about 29,000 pupils 
passed in 1924. The half-yearly examinations, however, are 
confined to Buenos Aires and a few large interior towns. 

Some pupils after completing the gratuitous instruction 
desire to continue thd work, ami there is a high school where 
they take second, third and fourth yourscs, at a monthly 
charge of $4 for three lessons a week of two hours each. 
Finally there is a normal school where young women are 
trained to teach in the academies. At the examinations the 
pupils are rewarded with certificates, prizes, special men¬ 
tions and honorable mentions. In a statement made about 
a year ago, the Singer Company said that during the past 
four years their charges to profit and loss were undei*six 
' cents per open account per year; reverts, four per thousand 
sales, while at the end of 1923, of nearly 40,000 open ac¬ 
counts, there were only 140 which were three or more months 
delinquent. ’ This is a remarkable showing for business al¬ 
most entirely installment. The outlay for schools and acad¬ 
emies is decreasing, and it is hoped that they will soon be 
self-supporting, although they are not run for profit and they 
have been large producers of sales. 

A year ago the Republic of Salvador irf Central America 
did not have a single linotype machine in operation. The 
position of newspaper proprietors and others was that they 
could not afford individually to take the risk of installing a 
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machine and after importing an operator be at the mercy of 
this Individual. What was needed was a supply of operators 
which could be drawn on, and at the same time represent a 
competing force that would keep wages within reason. It 
was generally agreed that the situation could be met only by 
government action, for the state could purchase a battery of 
machines, train a number of operators, and thus create a 
situation thq,t would be satisfactory. The government was 
haltpersuaded to take the step, but hand composition had 
been fairly satisfactory in the past and money was needed 
for many things. 

The waiter went to Salvador to investigate conditions, 
and after a short time was successful, in face of competition, 
in selling the government a full equipment of five linotype 
machines, a condition of the sale, however, being that we es¬ 
tablish a‘school which would train men and women, and 
create a supply of workers from which the rest of the coun¬ 
try could draw. This was agreed to. The machines were 
installed and running before the expiration of the contract 
period, and the idea of the school met with instant favor 
among the people. A new branch of labor had been opened 
that promised good remuneration and interesting work. The 
applicants for admission to the school were greatly in excess 
of avhat the instructor could take and it was necessary to 
choose carefully. The men and women selected passed their ‘ 
period of training and examination with honor, and the 
printing trade of the country is now working on a completely 
changed basis. Possibilities with the new equipment are 
immeasurabfy greater than with the old methods, and a num¬ 
ber of linotypesjiave been ordered by newspapers and print¬ 
ers now that the operators are to be had. 

“The world’s b*est known article of merchandise,” has 
been said of the Gillette safety razor. Selling in all the mar¬ 
kets ofi the world, the company is immune from depression. 
Gillette depends no longer on patents for its existence, as 
the "Original razor and blade patents expired in 1921, but 
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subsequent expansion of sales exceeded the best gains of pre¬ 
vious years. In countries where there has been no patent 
protection whatever the increase in business is large and 
steady, and everywhere on the globe the trademark is regis¬ 
tered. Gillette believes that foreign business is there, not 
for the asking, but for the getting. Mr. Thomas W. Pelham, 
General Counsel and Sales Manager of the Gillette Safety 
Razor Company, tells an interesting story aq follows: 

“In 1915 Russia needed Gillette razors. » 

“Turkish forts held the Bosphorus and blocked her Black 
Sea ports. German mines and submarines barred the way 
to her Baltic ports, and her ports on the WhitejSea were ice 
bound. 

“From Malmo, Sweden, on the Sound, the Swedish Rail¬ 
road runs north some hundreds of miles to Karungi, ten 
miles from the Arctic Circle. It was over this Ailroad that 
I traveled in the early part of 1915 with six tons of razors as 
personal baggage. Peasants’ carts carried the merchandise 
from Karungi twenty-four miles to Tornea River, the Rus¬ 
sian frontier, then ferry boats to the Finnish town of Tor¬ 
nea, and finally, the Finnish railroad carried the goods some 
hundreds of miles to Petrograd. Later, several tons of goods 
were sent over the same route by first-class registered mail. 

“That is reaching your market. . 

“In 1916 and 1917 England needed razors. All cargo- 
space on ships crossing the Atlantic was needed for food¬ 
stuffs and munitions of war. Oil tankers were crossing and 
in the cabins of the captain and crew cargo-space was made 
available for razors, and thus England’s requirements were 
filled. 

“That is supplying your market. 

"Then followed the Armistice, th« period of inflation, 
then deflation and depreciated currency. .This condition was 
met by supplying merchandise in our various foreign mar¬ 
kets at as near pre-war prices as possible, and yet under such 
control as to prevent purchase of the goods in one country 



92 Can JVe Compete Abroad? 

where currency was depreciated with subsequent sale in an- 
other«country whose Currency was higher. 

“That is holding your market. 

"There came too that period when by reason of depre¬ 
ciated currency some of the countries of Europe seemed able 
to supply goods at a price less than manufacturing costs in 
the United States. That condition was met by a re-arrange¬ 
ment of our manufacturing problem, by putting up goods in 
less gcpensive' packages and by mass production, thereby 
enabling us to put out goods at a lower price than ever be¬ 
fore, the result heing that instead of having a surplus of fac¬ 
tory space, ijew factories were immediately needed. 

“That is meeting competition. 

“At one time it seemed sufficient to have only one branch 
office, viz., in London, and from that point supply Continen¬ 
tal Europe*and other countries. More* intensive study of 
market conditions led to the establishment of subsidiary com¬ 
panies in all the important countries of Europe and many 
other countries, and to closer arrangements with exclusive 
selling agents at all points throughout the world. 

“In spite of the fact that in December, 1918, and early in 
1919 Europe was in the throes of political unrest, tom with 
dissension and boundary disputes, the German indemnity, 
the Jurkish situation, Soviet Russia, industrial economic 
reconstruction, and hundreds of other questions of almost 
vital importance, we inaugurated extensive plans for selling 
more Gillette razors and Gillette blades than in any previous 
years. Subsidiary companies were established* in Spain, 
Italy, Belgium, Holland and Switzerland, in addition to 
those previously founded in France, Denmark and Germany. 

"We, like other large manufacturers, have found recently 
that although the extent of our distribution in America is 
vast, a very grgat proportion of it is concentrated in the 
hands of a relative few. For instance, with 250,000 retail 
distributors in America, about 5,000 stores controlled by 
one hundred and fifty men sell 75% of our output. Recogni- 
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tion of this fact pointed out the obvioss advisability of con¬ 
centrating sales-efforts upon these one hundred and fifty 
men with their 5,000 stores. The result was that sales 
through this intensive work increased in practically every 
instance anywhere from 50% to 600%. This experience 
brought out clearly the strength of one of the basic laws of 
large-scale merchandising, namely: A quantity buyer is a 
quantity seller; and vice versa. 

“Careful study of individual countries and resultaflt ex¬ 
periments have proved to. our satisfaction that the same 
fundamental principle is not only true but eminently prac¬ 
tical. For instance, in Belgium our subsidiary company had 
on its books over eighteen hundred customers, but investiga¬ 
tion showed that twenty of these customers absorbed in Bel¬ 
gium 73% of our product. So in Belgium, as elsewhere, we 
selected the large dealers in our goods, and concentrated our 
efforts on them. The figures for one.of our leading foreign 
markets show a sale of 200,000 razors before applying what 
I may call the principle of intensive concentration. In the 
following year when this principle had begun to be applied, 
sales rose to 675,000 razors. This year the sales will run 
over 2,000,000 razors. 

“That, I may call intensive selling. 

“Although Europe, after the States, furnished our test 
foreign markets, our efforts did not stop on that continent. 
We continued the inauguration of this same plan in Egypt, 
India, the putch East Indies, China, Japan, Australasia, 
South Africa, Mexico and Central America, Cuba and the 
Caribbean Islands, and South America, until today we have 
subsidiary companies or selling agencies in practically every 
civilized country on the globe. 

“That is the development of diversified markets. 

“Without first-hand knowledge of forefgfi countries it is 
almost impossible to develop the potentialities of foreign 
markets to their maximum extent. We have never hesitated 
to send our men into any country in the world to gather this 
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knowledge and to study carefully the conditions in that par¬ 
ticular country. This allows us to lay our plans at least 
with some degree of intelligence. Four of us have circum¬ 
navigated the globe, and there is, I dare say, not a single mar¬ 
ket on earth with the peculiarities of which some two or 
three of our organizations are not entirely cognizant.” 

Quaker Oats is exported to many countries and the ex¬ 
port sales shew steady advance as the years roll by, but the 
iroflB has not come and asked for the goods. The company 
las gone after the world, and tjie Latin-American story is 
characteristic of what has been done and could be done for 
other lines? 

Careful investigation of the field showed that Quaker 
Oats could not be used in Latin America as it is used in this 
country apd in England. The eating habits of the people, 
with only a morning cup of coffee, do n6t permit the use of a 
breakfast food. The real meal is served at about 11 A. M., 
and an effort to sell a breakfast food would have failed be¬ 
cause there is no breakfast. What then could be done? It 
was finally decided to sell the goods, not as a breakfast food, 
but as a health food, and today Quaker Oats is so sold, in 
ever-increasing quantities, to all those who, from infancy to 
old age, need such a thing. With the habitually heavy meals 
served in Latin America, the cereal has proved a blessing 
and is widely prescribed by physicians. Quaker Oats has ’ 
a wider use in Latin-America than in any country to which 
it is sent, advertising has been generous and entirely to the 
consumer, the public has been educated to the use of the 
cereal and today it is stocked throughout the whole of Latin- 
America. * 

Historically spqaking foreign trade in American farm¬ 
ing machinery is as old as the American agricultural imple¬ 
ment industry? that is, about 75 years. The first American 
reaper! were sent to Europe in 1851, or only four years after 
Cyrus McCormick built his first factory in Chicago. If we 
speak of volume, however, the export activity began obout 
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1900, shortly after American machines had been exhibited 
at the Paris Exposition. In 1902 total sales of the Interna¬ 
tional Harvester Company were less than $10,000,000; in 
1912 the sales amounted to nearly $51,000,000. In its first 
14 years, up to and including 1916, the Harvester Company 
brought back to the United States about $500,000,000 in 
payment for agricultural implements and binder twine made 
by American workmen. In that year there were 36,000 
dealers selling Harvester Company products in 38 foreign 
countries. 

This company makes close contact with the consumer its 
guiding principle. Up to 1900 practically all forming ma¬ 
chinery sent abroad was sold through jobbers. Today 86?9 
of the company’s trade in foreign countries is handled 
through its own organization. When American manufac¬ 
turers first sent thfeir investigators abroad they reported 
that American agricultural machirvery must be sold by 
American methods, by and under the guidance of American 
salesmen, accompanied by American-trained mechanical ex¬ 
perts, that foreign trade called for the establishment of 
branch houses, ample stocks of repair parts and long credits 
to farmers. These conditions were met, and their soundness 
is proved by the expansion of foreign trade in this line and 
our dominance of the international market. * 

A second important principle was that goods and selling 
methods must be adjusted to the customer’s requirements 
and prejudices. Our manufacturers of agricultural imple¬ 
ments have done this. They have built right-hand machines 
instead of left-hand machines, as used in the United States, 
because oxen and buffaloes, the farm motive power in many 
countries, have always been trained to^be driven from the 
left. They have built machines for low cut in order to save 
the straw in countries where strict ecortomy must be ob¬ 
served. American machines have been built so they could 
be hauled through the narrow lanes of rural Great Britain, 
machines of special weight and design are built to be drawn 
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by Cows in Southern Germany and Switzerland. Machines 
are painted a special color, according to the locality; they are 
built to suit conditions of soil and crop, the kind of animals 
used, and the sort of harness the latter carry. 

Belgium is the classic land of glass manufacture, but it 
required the introduction of an American process, the Lib- 
bey-Owens, to give new life to the industry. In this process 
the glass is drawn by mechanical means from a pot connected 
with«the furnace in an endless sheet, bent over a roll into a 
horizontal position and passed through an oven, 200 feet in 
length, at the ertd of which it emerges, perfectly annealed, 
on to a cutting table ready to be cut into the required lengths. 
From the furnace to the cutting table the process is con¬ 
tinuous and entirely mechanical, the skilled and highly paid 
labor of gathering, blowing and flattening, incident to the 
old-fashioned method of window-glass ftianufacture, being 
entirely eliminated. Ip the United States this process is 
owned by the Libbey-Owens Sheet Glass Company and the 
European market is being exploited by a controlled Belgian 
company, the Compagnie Internationale pour la Fabrication 
Mecanique du Verre. The latter concern is establishing 
plants throughout Europe. As in so many other instances, 
American invention and methods of production are revolu¬ 
tionising manufacturing processes abroad. 

In its monthly report dated January, 1926, the Bank of 
London and South America Ltd., says that “in common with 
the rest of the world Argentina is still buying freely of 
American motor cars. This applies to every grade and de¬ 
scription, and'it looks as if the day was not far off when 
horse-drawn traffic in Buenos Aires, small though it is at 
present, would altogether disappear. The Post Office’ is 
about to replace existing carts by motor trucks, the employ¬ 
ment of mechanically propelled and actuated cleaning and 
watering carts is now general, and the delivery vans of the 
tradesfolk are almost all built on a small motor chassis. 
As tot private cars, some idea may be had of the steady 
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demand by saying that 90% of a recent shipment of, close 
on 200 large cars was sold before the carrying steamer 
reached the Plate. Lavish advertising, stylish well-appoint¬ 
ed salesrooms, and all manner of subsidiary services to buy¬ 
ers have put the sellers of the principal American cars in 
what looks like an unassailable position.” 

In 1925 our automotive exports gained 44% over 1924, 
amounting to $334,461,232, and what is true of Argentina is 
true of the rest of the world. The international marSet is 
dominated by the American product. Exports of automo¬ 
biles are greater than the purchases of twenty-one of our 
states; trade amounts to 13.5% of the total Ifnited States 
and Canadian production, and the sales of American motor 
vehicles abroad in 1925 were equivalent to the entire produc¬ 
tion of the industry of 1914. Exports in 1925, in.value, were 
first among our shipments of manufactured articles, were 
exceeded only by unmanufactured cotton and mineral oils, 
while the prediction is made that in 1930 we shall export 


1,000,000 motor vehicles. 

A correspondent of the Manchester Guardian Commer¬ 
cial says that “German works cannot even obtain the mate¬ 
rial for a medium quality car at the price at which such cars 
are being delivered finished to customers in America, and 
here the British writer touches one of the most essential 
points in the competitive ability of the American car. It 
gives more car per dollar than any other country can pro¬ 
duce, and it will continue to do this as the potential demand 
emerges into effective demand. At the Leipsic fair, in Marc 
of this year, an army of American cars was on hand, but 
not a single one of German make. Throughout the world 
highways are being constructed rapidly and this means in¬ 
creasing demand for automobiles. Indeed the foreign de¬ 
mand has hardly been scratched. China haS a population of 
400,000,000 people, and with $10,000,000 invested in high¬ 
ways, at about $10,000 per mile, we should open a market 
for some $1,000,000,000 worth of cars. Europe is nardly 
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touched; the Balkan states are almost virgin territory, and 
some (5ay Russia will enter the ranks again with a demand 
of its 150,000,000 people for automotive products. 

The American manufacturer is not resting on his oars, 
for he knows that business gives no quarter and that there 
are many competitors looking for every manufacturer’s 
trade. Consequently new methods of financing, better sell¬ 
ing methods, cheaper laid-down cost, help to distributors and 
many-other things are being taken care of. Europeans, on 
the other hand, are not idle. Efforts to produce an export 
car are strong in'Great Britain, France, Germany and Italy, 
and it will be-snteresting to see if, for example,' Great Britain 
can develop mass production in automobiles, based on world 
trade, as she has done in the case of textiles. 

One of the outstanding examples of organized foreign 
selling is that of the United States Steel Products Company. 
With agencies in all coyntries, frequently a number in one 
country, warehouses throughout the world and fleets of 
steamers, this company in a little more than 20 years has 
grown into an organization that can well be taken as the pro¬ 
totype of the well-rounded, carefully organized and intelli¬ 
gently developed export concern. The managers of the many 
different foreign offices are for the most part Americans 
trained in the United States, and speaking fluently the one 
or more languages their duties make necessary. 

In all steel products the company is doing business 
throughout the world, constructing buildings and bridges, 
sending its erectors where needed, and manufacturing goods 
such as the different countries of the world demand, with 
certain of its mills devoted entirely to foreign business. 
Weights and measures used are those of the country from 
which the order comes, and the currency is that of the mar¬ 
ket where the basfness is done. Large catalogues are is¬ 
sued in foreign languages, exhaustive studies of markets 
are being carried on constantly by the company’s organiza¬ 
tion, and correspondence from the New York office is in 
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practically all the languages of the world. And let if be re¬ 
membered that when the United State’s Steel Products Com¬ 
pany began business it entered markets dominated by for¬ 
eign interests that had been intrenching themselves for many 
years. Analogous work to that of the steel company is being 
conducted by some of our oil companies, big machinery 
manufacturers, and so on. 

In things artistic the European has, up to a recent past, 
not ranked us very high, and for this reason European pro¬ 
ducers of motion picture films at one time considered their 
position secure, particulatly in view of the low wages for 
which untrained workers could be obtained. IJut the Euro¬ 
pean failed to consider that success in the motion picture 
business is equally one of understanding public psychology, 
and in this matter the American is expert. 

There is no foreign country of any size whdre our films 
are not exhibited today, and in some countries we control 
over 90% of the showings. In the United Kingdom 90% of 
the films are American, France more than 75%, Germany 
some 80%, and the Scandinavian countries nearly 80%. In 
Latin-America the proportion is about the same, which is 
true also for the Far East. In Australia more than 90% 
of the pictures are American, and Canada is a duplicate of 
our own market. » 

In 1913, our exports of films were about 32,000,000 linear 
feet, valued at some $2,250,000. The war stopped European 
production and gave great impetus to our motion-picture 
industry, but even after the slump of 1921 it was found that 
over 140,000,000 linear feet of film, valued* at $6,500,000, 
had been sent abroad during the year. In 1923 there were 
8,200,000 feet of negatives, valued at about $990,000, and 
138,000,000 feet of positives, valued af $5,400,000, exported, 
while in 1925 there were 225,000,000 foet-of positives sent 
abroad. Europe is our leading market, with LatinrAmerica 
next and the Far East third. The statistical position, how¬ 
ever, does not indicate the value of this trade. For example, 
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gov.errfment figures for 1924 show the value of our film ex¬ 
porters under $9,000$00, although the gross revenue to the 
producers of these films is estimated as at least $75,000,000. 
This revenue develops after the film is exported and shown, 
and is not possible to estimate in the invoice value. 

Our trade in motion picture films has grown with little 
or no competition. England, France, Germany and Italy 
are producers, but the scarcity of theaters for display pur¬ 
poses—4,000 ih England, 2,500 in France, 3,700 in Germany, 
2,005" in Italy—compared with 15,000 in the United States, 
has compelled European production cost to be kept very low 
compared with that of films produced in this country. In 
certain cases, however, foreign producers are now trying to 
get some form of state action which will hamper the Ameri¬ 
can imports, although the success of good merchandise of¬ 
fered at a fair price will probably win e.ut here as in other 
cases. 

In order to improve exhibition conditions, the Famous 
Players-Lasky Corp. is constructing a chain of theaters in 
England and the Continent, and four large buildings, with 
seating capacity from 2,500 to 3,500, are now being built. 
One theater in London has been completed, another started; 
one is being constructed in Paris, and another will soon be 
started in Brussels. It is very probable that these buildings 
will have great influence on future construction of European 
theaters, a change to the well-ventilated, open American 
building as against the stuffy, congested European structure 
being most desirable. Recently representatives of the Fam¬ 
ous Players-Lhsky, the Metro-Goldwyn Company and the 
Universum Film-Aktiengesellschaft, of Berlin, signed an 
agreement by the terms of which the German market is 
shared with the American group. However, the American 
motion picture producers have been actively extending their 
work abroad for some time, and today operate a net-work 
of branch offices covering practically every foreign territory, 
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although business so far, based on population, is only about 
20 per cent, developed. 

The export manager of one of the largest motion picture 
concerns recently said that he attributed “the success of 
American pictures abroad to two reasons: First, the in¬ 
ternational character of our pictures, and second, to adver¬ 
tising and exploitation. By international in character I do 
not mean that pictures are made with any view to a foreign 1 
market; on the contrary, the foreign requirements aS'e sel¬ 
dom considered. But oqr pictures are made from stories, 
plays or books which are likely to, and which do, appeal to 
people of all nations and classes. We have introduced with 
little change the American methods of advertising by con¬ 
centrating on the trade-mark as well as individual outstand¬ 
ing productions. Each contract for the exhibition of a pic¬ 
ture makes full provision for an advertising campaign, thus 
practically insuring the engagement. 

“In the key cities we have even taken over the operation 
of the larger theaters in order to set an example of proper 
showmanship to the trade, and have used such theaters as a 
show window for our pictures. We are today building a 
million dollar theater in London, which we hope will set an 
example as well as act as an incentive to the British theater 
owners to extend their own building operations. So^ar as 
competition is concerned we have little or none from foreign 
products. The chief competitors are the various American 
distributers.” 

The product of the Fuller Brush Company is very largely 
sold in the United States and Canada by* house-to-house 
salesmen, and with success behind them-in these two mar¬ 
kets tfie company recently entered th^ Cuban field. The ex¬ 
periment was to prove or disprove the theory that methods 
used in the American market could be bddHy transplanted to 
foreign markets. This first step has been a complete suc¬ 
cess. The plan was entirely acceptable to the Cuban public, 
sales have been satisfactory and advertising has beerf splen- 
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didly productive. These are branches in Habana and in sev¬ 
eral Cuban cities, and it is planned to develop the same meth¬ 
od in New Zealand. There is much in this work that could 
be considered by that rapidly growing trade in the United 
States that rests on house-to-house selling, and a leaf may 
be taken, at some time in the future, from the book of the 
Fuller Brush Company by makers of silk hosiery and other 
goods. 

The manufacture of chewing gum in this country goes 
back as far as 1860. An inventory while trying to vulcanize 
the sap of the sapota tree for use as a rubber substitute, dis¬ 
covered the similarity of chicle to spruce and cherry gums, 
the principle chewing gums of that day. The original in¬ 
dustry began with an investment of $56, and, according to 
the census of 1919, in that year we had 62 establishments 
producing goods valued at $51,240,156. "The foreign trade 
in this commodity does qot interest so much because of large 
volume; but it is a striking example of the creation of a 
habit in spite of prejudice against it, this habit being the 
necessary antecedent to sales. 

Gum chewing today is a rapidly extending habit though- 
out the world. It has begun to displace the immemorial 
custom of betel-nut chewing in Ceylon, India, Burma and the 
Straits Settlements, and its use is becoming very general in 
China and Japan. Prior to the war England was considered 
a very difficult market, but since 1914 our heaviest exports 
go to the British Isles. The habit is being well developed in 
Africa, particularly in British South Africa and Egypt, and 
although the manufacture of chewing gum from chicle is a 
well established industry in Mexico and Canada, these coun¬ 
tries furnish good markets for the American product. Suc¬ 
cess in this case is the result of good salesmanship, equally 
good advertising and exhaustive investigation of foreign 
markets.- American manufacturers have gladly met the 
wishes of importers in the matters of pricing in foreign cur¬ 
rencies, packages have been made up containing even a sin- 
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gle piece of gum so as to meet the smallest purchasingjpower, 
and so on. Wrappers are printed in 18 different languages 
at present. , 

Merchandising and advertising of chewing gum has at¬ 
tacked the problem from every angle that could express an 
appeal: the soap-box orator, the brass band, by boats on the 
Chinese canals, distribution in famine districts, for stomach 
trouble, in competition with the betel-nut, etc. Practically 
every country has been well worked, prejudices centwy old 
have been overcome, and, in less than a decade a large and 
rapidly expanded business has been developed based essen¬ 
tially on good salesmanship, advertising and a'knowledge of 
the field. 

The most imposing bank building in South America is 
the recently finished Buenos Aires branch of the First Na¬ 
tional Bank of Boston. Situated at the intersection of Flor¬ 
ida and Bartolome Mitre streets an^ Roque Saenz Pena Ave¬ 
nue, the busiest part of Buenos Aires, this structure is the 
work of American builders, working from plans by Ameri¬ 
can architects and financed by American capital. Opened 
in 1917, the Boston bank had to compete with French, Eng¬ 
lish, Spanish, Italian and German banks, many of which had 
been active for a quarter of a century, but advertising along 
American lines and banking conducted in the frank Ameri¬ 
can manner have made possible very great progress indeed. 
Today out of some thirty clearing-house banks, the Boston 
institution usually stands tenth in deposits and fifth or sixth 
in monthly clearings, although all of the banks ahead on the 
list and some of those behind the Boston Mmk, have more 
than one Argentine branch. 

. Advertising was first concentrated on the savings de¬ 
partment, and in spite of the fact that when the publicity 
began the savings department of a bask, was little under¬ 
stood, at present the Boston bank has some 39,000 accounts. 
Advertising cut out new paths by using street cars, bill¬ 
boards and so on, examining birth reports and sending new 
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mothers a savings book with a little credit to the baby’s ac¬ 
count, distribution of small savings banks and various forms 
of direct mail advertising with the printed maxims common 
throughout the United States in similar work. The best ad¬ 
vertisement, however, is probably the bank building, which 
was inaugurated with an elaborate function attended by the 
president of the republic and most of his cabinet. 

In newspaper advertising most of the Buenos Aires 
banks .use the conventional business card, whereas the Bos¬ 
ton institution appears with the characteristic copy so 
strongly developed in the United States. Advertisements 
appear in Spanish, English, Italian, German, Polish, Rus¬ 
sian, Yiddish and other languages that may seem advisable 
in a great cosmopolitan city like Buenos Aires. Personal so¬ 
licitation of business is carried on along American lines, and 
the varied service work of our institutions has been intro¬ 
duced into the banking life of Argentina. Anyone who has 
traveled in Latin America knows the slow process of trans¬ 
acting banking business, and the Boston bank saw here an 
opportunity of making a name for itself. Instead of the 
thirty or more minutes required to make a deposit and with¬ 
draw money from the other Buenos Aires banks, the Boston 
institution has speeded up matters to the extent that it has 
been nicknamed “El Banco Electrico.” 

Banking in Latin-America is a ponderous proceeding, and 
the banker a person who surrounds himself with elaborate 
ceremonial. The Boston institution adopted the American 
method of putting the officials on the main floor in full view 
of the public, where they can be seen at any time without 
any formality whatever. This has created a most favorable 
impression, has speeded up work in all departments, and 
added greatly to the time available for every business man 
dealing with the bank. Such advantages as this and others 
offered the Buenos Aires public are telling in favor of the 
Boston bank, and are a complete refutation of the commonly 
accepted theory that in our foreign work we must stick 
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closely to what custom and practice dictate in the matter of 
conducting our business. 

In a recent address, Secretary Hoover, of the Depart¬ 
ment of Commerce, stated that “one of the interesting and 
encouraging facts is the rapid increase in the number of 
small concerns participating in export business. The sur¬ 
prisingly large number of inquiries now being received by 
the department from such firms, amply proves that the 
virtues of high quality, specialized production, good sendee, 
precise export technique and farsighted policy are by no 
means monopolized by the big corporations.' Literally thou¬ 
sands of small dealers and manufacturers, whose commodi¬ 
ties have a strong specialty appeal and meet a definite need, 
are now successfully cultivating overseas markets. Foreign 
trade is thus becoming a national asset in the fullest sense 
of the word.” 

This is a most encouraging sign oft the times, but we must 
not lose sight of the pioneer work done by our great cor¬ 
porations. In his Reconstruction, Mr. J. D. Whelpley pays 
merited tribute to this effort. In the words of Mr. Whelp¬ 
ley: 

“Before the war the backbone and ribs of American ef¬ 
fort abroad was the work done by the big industrial combi¬ 
nations which are popularly termed ‘trusts.’ Their setting 
organizations covered the world with a network of lines of 
communication, the focal points of which were the agencies 
in each country. They furnished the frame-work upon 
which the great foreign trade of the United States in manu¬ 
factured goods was built up. From ten to thirty per cent of 
the business of these big American concerns was in foreign 
countries, and they blazed the trails alopg which the smaller 
American concerns carried their goods to foreign markets. 

“Some of them owned steamship lines, controlled port fa¬ 
cilities, held valuable foreign concessions and all bf them 
possessed vastly complex selling and distributing organiza¬ 
tions, representing years of constructive work and tHe ex- 
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pendifure of millions of dollars. Some of them owned fac- 
tones in foreign countries and controlled subsidiary com- 
panies organized under the laws of the land in which they 
were doing business. The relations of some of these Ameri¬ 
can companies to foreign governments were matters of the 
utmost importance, and they were often treated with more 
consideration abroad than they were at home, because of a 
fuller recognition of their power for good in the development 
of industry in the country in which they were operating. No 
single manufacturer or group of .manufacturers could have 
built up the foreign business enjoyed by these American 
corporations? for the reason of the enormous amount of capi¬ 
tal it was necessary to employ, the closely knit character of 
the organization required, and the need for a central author¬ 
ity with absolute power to make immediate decisions in mat¬ 
ters in which the entire policy of the concern was involved 
or perhaps the expenditure of many millions of dollars. 

“When the war came . . . men of authority representing 
these American concerns and familiar with European condi¬ 
tions, were immediately sent abroad to make an estimate of 
the situation and to arrange affairs to the best possible ad¬ 
vantage. These men traveled day and night, through march¬ 
ing armies, across closely guarded frontiers, sparing no ex¬ 
pend or hardship to themselves, to visit the outposts of 
American trade, ascertain conditions, make such arrange¬ 
ments as were possible and estimate the power and ability 
of the men in charge locally to hold their own ip the com¬ 
pany’s interest. Governments had to be interviewed, bank¬ 
ing arrangemdhts had to be made and, in fact, their journeys 
represented in their results far more than has ever been 
accomplished by official diplomatic missions; for a thousand 
different interests were involved, human as well as indus¬ 
trial and financial,"and the supreme need was courage, clear 
vision, quick decision and practical knowledge. 

“That this work was well done was apparent immediately 
the gans ceased firing, for as the smoke cleared away and 
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or der came out of confusion it was apparent that th^ back¬ 
bone and ribs of American foreign trade were practically in¬ 
tact; that they again presented themselves as the frame¬ 
work upon which the postwar export business of the United 
States could again be built up to its prewar magnitude, and 
then far beyond, for the foundations thus preserved were 
of enduring quality and construction. American industry 
owes much to these Americans who, under conditions with¬ 
out precedent, preserved not only to their organizations but 
to the nation as a whole, this great and valuable asset which 
was to become so important a factor in the rebuilding of 
American foreign trade, and through this the reemployment 
of the five million men who were workless in the early stages 
of the postwar time of readjustment. 

“No general who led a division into the trenches is en¬ 
titled to more credit or more gratitude from tfie American 
people than these men who, with no,additional gain to them¬ 
selves, risked their lives and their reputations on these ex¬ 
peditions. .. . The old chartered companies have their tradi¬ 
tions of the brave pioneers who carried their business into 
the wilderness, but it is not necessary to turn to the history 
of pioneer days to find examples of like courage and amaz¬ 
ing energy and ability, for the adventures and performances 
of some of the American business managers, who in thoordi- 
nary course of their duty came to Europe to look after the 
interests of their concerns, would, if fully related, constitute 
an epic of modern life with all the necessary elements of 
drama.” 

Comparatively modern practice is illustrated in the fore¬ 
going examples, but it must not be supposed, as is frequently 
the case, that our export trade is a thing of recent date and 
that we have no background. From the earliest days of 
our colonial period we were actively engaged in foreign com¬ 
merce, supplying ourselves with manufactured gaods when 
we had no industrial life, and paying for these things with 
our colonial products either by direct shipments to the coun- 
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tries'sending us manufactured goods, or with bills origi. 
nating in other countries. 

It is true that the bulk of our foreign trade is compara¬ 
tively recent, but before the advent of our large corpora¬ 
tions and direct selling, many , trading houses were in ex¬ 
istence, dealing with all parts of the world, and some of 
these houses still exist with many decades of constructive 
work behind them. American foreign trade has great 
namee. on its honor roll, and before we knew anything of 
sales quotas, research, advertising and such modern ideas, 
the ports of the seven seas had learned to respect as worthy 
of all honor such names as Hemenway, Howland, Aspin- 
wall, Grinnell, Minturn, Griswold, Moses Taylor, Goodhue, 
Aymar, Champlin, Alsop, Wetmore, Russell, Grace and 
many others. These were the men who first gave Ameri¬ 
can foreign Srade a place in the world record, and the ex¬ 
ample of their initiative and high ideals still remains. Even 
today some carry on. Wessel, Duval & Company can look 
back over a hundred years, and W. R. Grace & Company 
almost as long. This latter concern is a conspicuous ex¬ 
ample of the true greatness of American foreign trade. 

In 1851, a well-to-do Irish land-owner, James Grace, 
was asked to take an Irish colony to Peru to work on two 
large estates. The enterprise did not prosper, however, and 
in a few years most of the immigrants returned home. But 
James Grace remained and it was his son William R. Grace, 
twice mayor of the City of New York, who founded the 
house of W. R. Grace & Co. It has grown steadily through 
the years, constantly extending the ramifications of its in¬ 
terests until today its activities are manifold and world¬ 
wide in the strictest sense. Its stronghold is Latin America 
where its activities, particularly in Chile, Peru and Bolivia, 
are intensive. W\ K. Grace & Co. operate steamship lines 
textile mlils, sugar estates, nitrate plants, port operations, 
sugar mills, build railways, and trade in raw materials and 
manufactured goods of the most varied character: nitrates, 
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a, coffee, rubber, bides, cotton and,woolen textiles and 
o on through a long list. They have introduced through■ 
mt the world innumerable lines of American goods and 
through their own and affiliated houses are represent in 
every market. They have financed governments, Stab 
fished industries and developed natural resources of many 
countries to an extent not exceeded hv r u y 

; «•'»»< ^ ri “zir; 

American foreign trade and foreign initiative precious 
pages the loss of which would take from us some of our 
finest records of achievement and enterprise. 
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ITEMS FROM THE LEDGER 

. If we examine the record of the world we shall see many 
interesting and stimulating things. Popping up in trade, 
in all directions, appear American goods pushed forward by 
American energy. 

In Salvador, the brewery having a monoply of the busi¬ 
ness buys its machinery from the United States instead of 
from Germany as formerly. In spite of prohibition, our 
brewing machinery is considered superior by the Germans 
themselves! as the brewmaster told me.’ One of our manu¬ 
facturers of plows sent a man to Argentina who worked 
in the fields, found out exactly what was needed and a 
plow was made to fit the place and soil. The Standard Oil 
Company has penetrated to the remotest parts of the world, 
and everywhere we meet members of this concern, hesitating 
not at perils or discomforts, carrying the banner of their 
organization forward. Standard products are found far up 
the Jaead waters of the Amazon where navigation is danger¬ 
ous. In China empty Standard kerosene tins have become 
as fixed a part of the national life as the religious belief, and 
are used for innumerable things: stoves, baby carriages, 
coffins, houses. Mr. Marcosson says that “the more I travel 
the more I believe the used Yankee oil can, together with our 
movies and motors, has done more to enhance our prestige 
than almost all other agencies combined.” 

Following intensive advertising, the products of Ameri¬ 
can packers and crnners are sold throughout the world; our 
exports ( of canned goods, from meat to fruit, totaled 606,- 
000,000 pounds in 1926. Even before the war our shoes had 
become style standards in many countries, particularly Eu- 
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rope. We have revolutionized the machine-tool business of 
the world, and Europe is buying our high-speed mechtom 
in order to compete with us. The head of a large technical 
school in a Central American country told me that during 
his recent visit to Europe he was astonished “to see the 
names of American cities on a great number of machine- 
tools in the factories of different countries. Indeed you 
have monopolized this business." 

Singer sewing machines are as standard throughout the 
world as wheat and corn, for the knights of the sewing ma¬ 
chine have passed through'the remotest hamlet of the most 
distant country, have offered installment buying, instruction 
in the use of the machine and have backed all this with ad¬ 
vertisements on the shores of many an unknown coast. East¬ 
man has dominated the camera market first, because almost 
every American toarist who goes abroad is a talking ad¬ 
vertisement for the camera and next, because with money 
and brains behind them, he merchandized his goods in spe¬ 
cial shops and with special agreements throughout the 
world. Chicago meat packers have given Argentina one of 
her chief sources of wealth, and the United Fruit Company 
has revolutionized the fruit business of Central America 
and has grown flowers in place of pestilence and weeds. 

Britain’s mass producer of automobiles, Morris, is^uc- 
’ cessful because of the fact that he has apDlied our method* 
in his factories. Much of his machinery is from this coun¬ 
try and he has just contracted for heavy presses for body 
making. Our typewriters click in the most distant corners 
of the world and our films delight the people ol 76 countries. 
Men and women of the great silk producing countries, China, 
Japan %nd Italy, are wearing our rayon stockings, which is 
true of 82 other countries. Our gasoline runs automobiles 
in 100 countries. The citizens of 70 countries protect them¬ 
selves with American rubber boots. Our electric fans cool 
the brows of the inhabitants of 60 countries; and the people 
of 63 countries console themselves with our plug tobacco. 
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In 1924, our cigarettes went to 81 countries, 7,500,000,000 to 
Chirfa alone. Children’s shoes were sent to 40 countries and 
our adding machines kept the records for merchants of 81 
nations. Our chewing gum makes time pass pleasantly for 
the people of 72 countries, and our confectionery sweetens 
the days for men, women and children of 85 countries. Our 
exports of fresh fruits, in 1925, had a value of $42,220,582. 

American^ dish-washing machines save 60 per cent in 
breakage, 50 per cent in labor, 60 per cent in cost of hot 
water, are more efficient and sanitary than the human hand, 
and this is why, costing from $5>00 to $3,000 each, they are 
being sold in competition with South African and coolie 
labor. In Sheffield, England, there are more saw manufac¬ 
turing concerns than in the whole of the United States, yet 
American saws are being sold to practically every hardware 
store and fool dealer in Sheffield, even retailed to men work¬ 
ing in the saw factories. We make a type of saw that is su¬ 
perior to the Sheffield product. 

Quality is a great thing in foreign trade, as is proved by 
the fact that the American refutable pencil is sold through¬ 
out the world in competition with cheaper goods, and the 
American fountain pen is standard although selling for rela¬ 
tively high prices. American pens are high-grade things, 
anctin Italy, where the best American pens cost from 20 to 
.60 per cent more than Italian, German and English pens, 
sales of the American product are some fifty per cent of the 
total sold. Other countries tell the same story. American 
typewriters control things abroad, not because'foreigners 
cannot make a machine, but because ours is better and much 
more desirable from the typist’s standpoint. However, the 
American machine is more expensive. We would have no 
chance in Italy on a price basis, but we dominate the market 
on a quality basis,, 

Large production and standardized processes are giving 
us prestige in machinery lines abroad, and mill owners of 
many countries rarely make purchases now without study- 
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ing our offers. In Argentina preference is given our special 
machinery, although prices are much* higher than thlbse of 
competitors. Almost all cotton machinery imported during 
the last three years has come from the United States, our ex¬ 
ports of industrial machinery to the Argentine increasing 
from $4,781,000 in 1924, to $6,461,000 in 1925. Quick de¬ 
liveries, fine goods and technical service in installing and 
operating, are a large part of our success. 

Our sales of industrial machinery in Italy show substan¬ 
tial increase; one-fourth of the machinery imported into 
Shanghai, in 1925, came from the United States. Japan is 
steadily increasing her orders; our shipments to the Dutch 
East Indies increased from $410,634 in 1913, to $1,454,854 
in 1924. American machinery is in strong demand in Ger¬ 
many, and out of $43,000,000 worth of machinery imported 
by the United Kingdom in 1925, we furnished a*third. This 
is more than double the value absorbed in 1913, in spite of 
the fact that British machinery is oifr most serious competi¬ 
tor in foreign markets, and we have had to meet strong 
competition in the British markets from Continental manu¬ 
facturers favored by depreciated exchange. No greater tes¬ 
timony could be offered of the quality of American product. 
Our machinery sales to South Africa increased 80 per cent 
in 1923 over 1922, and 30 per cent in 1924 over 1928* In 
Peru our machinery dominates first, because of American in* 
vestment and second, because the superiority of our product 
is generally recognized. In Brazil our heavy tools have little 
competition because of their superior qualities. In India 
much of our equipment is to be found in thq newer plants, 
in some shops half of the large tools being from this coun¬ 
try. Si France and many other countries our machinery is 
used for manufacturing shoes, and in »Egypt our cigarette¬ 
making machinery is almost exclusively ^operation. 

A few years ago France dominated the international 
market in cosmetics and toilet supplies, but our exports of 
these goods steadily increase. Our high-priced motorcycles 
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are-competing in Europe with cheaper native production. 
Durii fg 1925, we exported $69,062,970 worth of hardware, 
cutlery, tools, stoves and so on, many of the lines showing 
substantial increases, an export movement that should give 
us much satisfaction indeed. Prior to 1910 few Mexicans 
wore shoes, but now it is estimated 5,000,000 out of 15,000,- 
000 have acquired the habit. Here we have a story in itself, 
of progress, of army life, and so on, but the thing that in¬ 
terests us is that practically all shoes imported come from 
the United States. The manufacture of shoes is increasing 
rapidly but our machinery is being used, and in this case, as 
in so many others, the character of the commodity we export 
will change, but the total volume exported will increase. The 
business men of Great Britain know that greater efficiency 
must be injected into their work and particularly is this true 
in Manchester, where American typewriters, adding, listing 
and posting machines dominate the market. They are high¬ 
er in price than British or German, but have the market 
because they are better. The same is true of American 
Bteel office furniture, files and so on. 

In Australia our two-revolution presses are crowding out 
the old stop-cylinders, and we hold a predominant position 
in composing machines, rotary and platen presses and type¬ 
casting machines, although our goods pay 10 per cent duty 
•while British goods are free. One of our Trade Commis¬ 
sioners recently reported that throughout the whole of New 
Zealand goods of American manufacture were on display in 
all the show windows: tools, toys, agricultural implements, 
automobiles, medicinal preparations, magazines, hosiery, 
hats, tobacco products, washing machines, typewriters, and 
an endless variety of other goods. American automobile 
tires are generally recognized in Germany as superior to any 
other, and as ipiport restrictions have been removed and 
duty lowered, the market for our goods will be greatly broad¬ 
ened. Likewise the import restrictions have been removed 
on automobiles, and as American cars are being vigorously 
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pushed in the German market, and arrangements are being 
made for installment financing, increase in sales of our cars 
■will itself bring about increase in the use of our tires. 

In 1913, Great Britain had first place in the import trade 
of Colombia, but in 1923 the United States ranked first, 
England second and Germany third. In foodstuffs we domi¬ 
nate the Colombian market, our canned goods are 76 per cent 
of imports; in machetes, handsaws, axes and carpenters’ 
tools our goods are preferred to all others. We shall fursish 
increasing supplies for tho^e nascent local industries which 
are making their appearance in different places, and our in¬ 
vestments and development of public works will help greatly 
in the movement of our goods to the southern republic. 

Before the war Germany dominated in the electrical im¬ 
port trade of Japan, but now we are getting the lion’s share, 
our total trade with*the Far East in 1925 amounting to $2,- 
135,199,000. Our exports to China h^ve quadrupled in value 
since pre-war days, and in Asia as a whole our machine-tools, 
steam boilers, construction equipment, automobiles, railway 
material and so on, have been purchased and found good. 
American cotton mills have been established in China and 
Japan, and the superiority of machinery and arrangement 
demonstrated. In India, the value of American equipment 
in steel mills, water-power plants and numerous other Ikies 
is clearly recognized. Java has taken up American machin-* 
ery for many purposes, from railway equipment to vegeta¬ 
ble-oil mills. From one end of Asia to the other American 
electrical machinery is admired and purchased. 

With the new political divisions of the vforld, such as 
Azerbaijan, Ukraine and Yugo Slavia, we have an increase 
of 60 per cent in trade since 1920, while with Africa as a 
whole our trade has increased 240 per cent since the begin¬ 
ning of the World War. In Central Amerksi we have a com¬ 
manding position, supplying 70 per cent of all merchandise 
imports. 

Most of the vacuum cleaners used in Switzerland come 
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from, the United Startes, in spite of next-door, low-priced 
competition from Germany and France. The foreign busi¬ 
ness of the Prophylactic Brush Company was 33 per cent 
greater in 1925 than in 1924. Intensive selling and adver¬ 
tising have done the work for this concern. The success of 
this dental brush brings to mind the demand of Great Brit¬ 
ain for American dental supplies, which today is potential 
compared to what it will be with increased selling and ad¬ 
vertising. Still in Great Britain we sell 75 per cent of the 
X-ray machines, 50 per cent of the chairs, trays, etc., 50 per 
cent of the cement and 80 per cent of the false teeth. In New 
Zealand, out of imports of $475,000 of dental supplies, in 
1923, we supplied 50 per cent. A number of American com¬ 
panies have factories in England and Germany, or control 
such organizations. 

Within the memory of most of those living, it was said 
that the toy market was German, would ever continue Ger¬ 
man and that we should have to make the best of an unalter¬ 
able fact. But economic dogmatism is unsafe at best, and in 
the matter of toys has proved most insecure. Our imports 
of toys in 1925 were valued at $4,057,754, a decrease of 23 
per cent from 1924, and of 51 per cent from 1923. Imports 
in 1913 were 850 per cent greater than exports, in 1924 
sonfe 44 per cent greater and in 1925 only 20 per cent larger. 
r Exports in 1925 were valued at $3,242,381, an increase of 10 
per cent over 1924, of 30 per cent over 1923, and 67 per cent 
over 1922. Our rubber toys, dolls, balloons, mechanical toys 
and other things that children love, are winning their way in 
Great Britain,'Mexico, Australia, Argentina, Germany, New 
Zealand, the Philippine Islands and many other plains. In 
1926 our chief competitor, Germany, increased her imports 
from the United States some 226 per cent over 1924. 

In 1925 we exported 643,314,000 square yards of cotton 
cloth valued at $85,011,000, compared with 477,815,000 
square yards with a value of $78,204,000 in 1924, an increase 
of 13.7 per cent in quantity and 8.7 per cent in value. Our 
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imports declined during the same period 38.4 per cent ip vol¬ 
ume and 29.9 per cent in value. Prices of American cloths 
exported declined during this period and those of foreign 
cloths imported increased. In 1910 we exported 295,000,000 
square yards of cotton cloths. 

We are no imperialistic nation, but little by little we have 
acquired certain extra-continental possessions, or non-con- 
tiguous territory. As a result our trade with, certain parts 
of the world has notably increased, furnishing a striking 
example of how sensitive tnade is to a wide range of influen¬ 
cing factors. Our non-contiguous territory is Porto Rico, 
the Virgin Islands, Hawaiian Islands, Philippines, Guam, 
Tutuila and Alaska. During the fiscal year 1925, our total 
trade with these territories amounted to 5591,358,000, 
against some 5256,000,000 in 1915. Our trade,.during the 
year 1925, with these sections of the world, was more than 
50 per cent of our total world trade.in 1875. In 1925, our 
upper leather met with intense competition, German tanners 
offering leathers below world market levels, and, much of 
the time at a loss, in order to secure cash. Favored by ex¬ 
change conditions, French tanners were able to quote under 
us, but despite this our exports of upper leather in 1926 
were valued at $30,345,875 against $26,414,565 in 1924. And 
although our steel exports did not increase in 1925, they*re- 
mained practically the same as the year before, an achieve-* 
ment indeed in face of most intense world competition. 

These short lines from the ledger show that we are com¬ 
peting manfully abroad with foreign countries. But let us 
not lose sight of the trend now manifesting itdfelf, which will 
make our competition more and more between our own na¬ 
tionals? As time goes on the American trader will find his 
competitor not alone in the citizen of another country, but 
increasingly in the citizen of the United •States. 



CHAPTER XII 

THE TREND OF MANUFACTURING COSTS 


“ For the market will bear a great many prices ” 

Alfred Marshall 

Selling at hohie and abroad depends on many things as 
we have seen. Quality, reliability, prestige, friendship, in¬ 
fluence, price, service, style, quick delivery, ability to sell, 
advertising, novelty, adaptability, production, habit, accessi¬ 
bility and ipnumerable other elements. As the great Eng¬ 
lish economist says, “for the market will'bear a great many 
prices." But Alfred Marshall also says that “a competitive 
market will seldom bear permanently any price which does 
not correspond to cost of production.” In other words, cost 
of production of the marginal concerns producing a part of 
the goods required, is the ultimate pivot around which prices 
of competitive goods revolve, because excess profits in any 
line, other than some form of monopoly, will create competi- 
tive“production with resultant decline in price. Some mer¬ 
chants and traders can and do ignore price to a considerable 
extent, but others cannot do so. 

Instead of expressing values of lead, tin, wood, corn and 
other things in terms of one another, we express them in 
terms of mondy in the first instance, and call the value of 
each thing thus expressed its price. This price is a stubborn 
thing in trade, and whereas the elements mentioned above 
are of great value, frequently sufficiently potent to bring 
about sales, the wise man with his eye to windward is con¬ 
stantly thinking of his costs so that he may add efficient pro¬ 
duction to his other virtues. As Mr. James A. Farrell, in 
testimony before the United States District Court (New Jer- 
118 
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ey district), trenchantly remarked, “five per cent amounts 
,o a dollar and a half a ton, and you can win or lose an’order 
3 n five or ten cents a ton.” 

Indeed the skeleton in the closet of every business man 
is price. The seller wants the “long” price, the buyer the 
“short." At home and abroad all the arts of selling are de¬ 
voted to soft-pedaling price, and an immense quantity of 
goods moves on this basis. Even in the case of competitive 
goods it frequently happens that questions of delivery^ ser¬ 
vice, and so on, will overcome price differential. In pre¬ 
ceding chapters we have summarized the .great variety of 
factors which help our traders to keep the door wholly or 
partly closed on the closet skeleton, but we must never for¬ 
get that price still remains and will always remain a trade 
factor of great importance. 

In the recent Survey of Overseas Markets by the British 
Committee on Industry and Trade, it is shown that increase 
in our export trade in manufactured*goods has corresponded 
to a decrease in the export of certain other countries, and 
we should be foolish indeed if we thought that those other 
countries are not going to try and recover their pre-war posi¬ 
tion. The whole world is today diligently searching for ex¬ 
port markets, and the highly industrialized countries with 
their great plants are keenly alive to the need of selling ^oods 
abroad. Many former creditor nations are faced with th| 
gripping necessity of finding export outlets so as to take care 
of their maturing obligations in principal and interest, while 
the situation is further complicated by the circumstance 
that, as a result of the war, a number of couptries have cre¬ 
ated their own fairly well developed or nascent industries, 
and dVe seeking to protect these industries against foreign 
competition. In a number of Latia-American countries 
these industries have enjoyed rapid development, the growth 
cf such associations as the Uni6n Industrial Argentina, and 
the abundance of merchandise sold in Argentinian shops 
bearing the sign “ Industrie, Argentina" being a most signifl- 
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cant indication of the trend of things. Representatives of 
Argentine factories are working in various South American 
countries. As a result the character of foreign trade is slow¬ 
ly undergoing modification. Instead of finished manufac¬ 
tures, in many lines the imports consist of machinery for 
making these finished goods and this trend will increase. 
Were it a world competitive situation these native industries 
would perish, but other countries know just as well as we 
what tariff prbtection of the infant industry means. There 
is (food evidence of increased competitive pressure in the 
international market. Germany‘is improving her position 
slowly, Italy has become a definite factor in many lines, par¬ 
ticularly textiles, Great Britain is quoting very low prices in 
certain lines, and Japan is reaching out for more outlet to 
her exports. This situation, however, does not find us un¬ 
prepared. o , ' ' 

Particularly since the publication of the report “Waste 
in Industry," by the Federated American Engineering So¬ 
cieties, showing huge preventable waste in many of our 
representative industries, the manufacturing and business 
world of the United States has been intent on seeing how and 
where waste might be eliminated, where the axe could be 
applied without injury to production or sales. The result is 
that we can look back today upon a large group of definite 
|hings accomplished, and we have reason to anticipate rapid 
and effective extension of these practices in the future. This 
will have much to do with our competitive position abroad 
and will supplement most effectively those other vital factors 
which have bef.n discussed in this survey. Let it not be sup¬ 
posed, however, that we cannot compete in price with many 
nations of the world. The work we are doing in lowering 
costs is telling in good shape in many lines, notably textiles 
and steel. Our automobiles, as a result of the same effort 
and mass production, are lower in price than the European 
product. Our export movement shows a large list of goods, 
from staples to specialties, that win their way in the inter- 
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national markets, not alone because they are sold, bul sjlso 
because they axe priced lower than’similar competitive 
goods. 

Among its many other virtues in international competi¬ 
tion, the automobile industry presents an extraordinary ex¬ 
ample of cost reduction obtained in a variety of ways, with 
prices ruling today 30 per cent below pre-war. The Buick 
Motor Company is producing 1,000 cars a day at present; 
with 5,000 fewer employees than in 1923, when production 
reached the figure of 925 cars a day. President H. H. Bas¬ 
sett states that “in the hugeBuick factories in Flint, a policy 
is carried on of constant search for manufacturing economy 
with no sacrifice of quality in the product. This search has 
enabled the company to price the car much lower than would 
be possible under ordinary standards. The huge volume of 
sales enables Buick, to take advantage of sweeping econo¬ 
mies in buying materials, controlling expense items and 
eliminating waste. All of these savings are.reflected in the 
prices of the current models. Losses through scrapped work 
have been reduced to a minimum. Experts have developed 
conveyor systems to reduce handling expense. Every ma¬ 
chine which will simplify and speed operations is installed 
as soon as it is developed. Uneconomical use of tools and 
expense materials is prevented before it starts. Materials 
and stock in process through the plant are kept moving* so 
smoothly that there is always enough on hand to keep pro¬ 
duction under way, but never so much that the factory must 
contend with congestion and unnecessary handling.” 

Other motor manufacturers are holding thyp course with 
Buick. Instead of rolling up enormous inventories the rule 
now is4o cut inventories, with the result that the dealer re¬ 
quires from one-third to one-haif less sapital per car han¬ 
dled, and the manufacturer from 30 to 40 per cent less in¬ 
ventory. Movement of freight has been reSu’ced to a science, 
and good transportation with abundant mill capacity is en¬ 
abling car manufacturers to hold purchases to a minimum. 
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Formerly it took from four to six weeks to paint a Cadillac 
car,•'now it takes less than seven days, and the adoption of 
conveyor systems and increased use of mechanical handling 
devices have cut down the labor per car from two to three 
fold. Where Continental Motors formerly allowed 87 to 90 
man-hours per motor, the hours are now 53. Willys-Over- 
land has found that one-fourth the number of officers and 
less than one-half the number of office employees, are selling 
50j)er cent more cars than formerly. General Motors has 
cut down its office staff 50 per cent. The body makers are 
doing big things. By the use of’huge steel presses and enor¬ 
mous dies, the number of separate panels in a certain line 
of closed bodies has been reduced nearly 60 per cent, and 
die makers are now at work to still further reduce the num¬ 
ber and bring about substantial reduction in labor cost. A 
body which formerly cost $500 to produce can now be turned 
out for $275, and one formerly costing $400 now figures 
$165. The Afiibi-Bufid Press Company, with a capital of 
7,600,000 marks, has just been formed in Germany, to make 
automobile bodies with American Budd presses. Production 
costs will be one-half that of the cheapest German bodies, 
the same presses being used by Citroen, in France, and Mor¬ 
ris in England. 

. Henry Ford is maintaining the position he has always 
held in this matter. His River Rouge plants are turning out 
tractors, glass, cement, pig iron, castings, aluminum, man¬ 
ganese steel, michrome steel, bronze, motor benzol, ammo¬ 
nium sulphate, gas, paper, coke, coal tar, crude light oil, 
white metal,.binder board and so on. He is saving 32,500 
tons of flat steel stock annually, by applying to the manu¬ 
facture of steel parts similar principles to those Whic£ re¬ 
sulted in conserving approximately 40 per cent of high-grade 
lumber formerly ^crapped. Engineers at the different plants 
state t^iat the conservation program applied to steel, as well 
as the development of costly machinery which is economi¬ 
cally justified because of its production, have only begun. 
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Formerly the Paige-Detroit Company used 330 men to as¬ 
semble 75 cars a day, and now 106 men assemble 175 \o 200 
daily. A short time ago 18 grinders, handled by 18 men 
were needed for grinding bores, but now a single machine 
with one man does the work, while three multiple presses, 
formerly operated by three men, have been moved together 
and are taken care of by one man. A ground conveyor tak¬ 
ing frames through paint ovens was formerly in use, but 
now two ovens, each 270 feet long, are suspended froig the 
roof and save 33,000 square feet of floor space. 

Throughout the United States, in small and large plants, 
a new spirit is on the floors. Supplies are no longer handed 
out in the old prodigal way, but carefully measured to the 
need of the moment, operating expenses are being combed, 
whatever can be is salvaged and put in condition, engineers 
are constantly studying arrangement of maJhinery and 
equipment in use, while the office has come in for its share 
of attention with standardized form's, machines that do the 
work of human brains, and so on. Tools and jigs are kept 
under lock and key with a proved system of telling exactly 
where each is, and a careful check up is made at the end of 
the day. Inspectors move through the aisles to see that ma¬ 
chine and man are working together as they should, while 
salvage of what was formerly thrown away is common prac¬ 
tice in the smallest productive unit. No man could attend 
the recent sessions in New York of the American Manage¬ 
ment Association without realizing how far we have gone in 
popularizing the need of strict adherence to stalwart prin¬ 
ciples of efficiency in all industrial directions, nor can we 
watch the steady increase in the number of books and maga¬ 
zines devoted to business and its problems, without being 
fully convinced of the trend of the times. And that we are 
open-minded is evidenced by the fact that^ij executive group 
from the American Management Association is now in Eu¬ 
rope to see what we can learn from others. 

This question of cutting cost has become the straight line 
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on which industry ijj general has its eye throughout the 
country. The automobile people have given us examples of 
what fine things can be done, and they have taken a further 
step in pooling patents under the name of the Cross-Licen¬ 
sing Agreement, the fundamental idea being to manufacture 
a better automobile if such is possible. We are producing 
some 15,000,000 horsepower in our newly developed hydro¬ 
electric stations, and 40,000,000 horsepower are still avail¬ 
able, In the Tennessee Valley, 4,000,000 horsepower lie dor¬ 
mant which may develop the future American Ruhr, while 
on the Niagara River, below the'Falls, 300,000 horsepower 
can be put to work without destroying scenic beauty. Every 
hydro-electric horsepower put to work means a saving of 
ten tons of coal, and each water horsepower harnessed re¬ 
lieves $100 worth of coal-carrying railroad equipment. 
What we vWll use in hydro-electric and-mechanical horse¬ 
power is indicated by the fact that today we employ 150,000,- 
000 horsepower,” of which 33,000,000 are used in manufac¬ 
turing industries. Since 1900 power used in manufactur¬ 
ing, according to the National Industrial Conference Board, 
has increased 236 per cent, the number of workers 90 per 
cent and the volume of production 185 per cent. 

Secretary Hoover in his address before the Export Man¬ 
agers Club of New York, in March of this year, contributed 
the following interesting comment to this discussion: 

“If we examine the reasons why we should have been 
almost unique among nations in this progress, I believe we 
can justly claim that it has been due to certain distinctively 
American accomplishments, and that in these accomplish¬ 
ments lies the confidence for the future. Our expansion of 
foreign trade is a part of our domestic progress, both so¬ 
cially and economically. And in this progress I would first 
mention the accumulative value of the intensified education, 
both elementary and higher, which we have been dinning 
into the American youth over the last 35 years. In this 
time we have multiplied our students in institutions of high- 
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er learning by 400 per cent. Today we have more than'all 
the rest of the world put together. We have trained techni¬ 
cal personnel in every avenue of production and distribution, 
upon a scale vastly larger than that possessed by any other 
nation. We have realized from this and many other causes 
a great advance in business organization and a great adap¬ 
tability to new ideas and to shifting demand. 

“Our workpeople have increased in education and «mi 
Above all they are largely free from the economic fallacy that 
restriction of individual effort increases the number of jobs. 
Our national unions have long since declared against such 
theories. We are reaping the benefits of some 600 industrial 
research laboratories, mostly established in the last 12 years. 
They are ceaselessly searching for invention and for every 
economy in the use of materials and method. .Under the 
pressure of high wages we have ruthlessly revised our in¬ 
dustry with every new invention. Beypnd thig, there is great 
and cooperative movement in American industry and com¬ 
merce, for cutting out waste in a thousand directions through 
improved business practice, through simplification of pro¬ 
cesses and methods. Furthermore, we have had a great 
advantage which we must not deny, in that by volume pro¬ 
duction, made possible through a great domestic market, 
we have been able by repetitive processes to apply or foSus 
’ every advance into standard commodities of high quality and * 
low cost of production. 

“The cumulation of these forces has increased our na¬ 
tional efficiency to a degree which I hesitate to express sta¬ 
tistically lest we appear to exaggerate. But I Aight observe 
that, hj and large, while we have increased our population 
16 or 17 per cent in a dozen years, we have swelled produc¬ 
tivity of the nation by something like 30 or 35 per cent. Our 
farms produce 13 per cent more with the* same number of 
farmers as 12 years ago; our railways carry 22 per cent 
more traffic with about the same number of men. We have 
tamed the kilowatt into the friend of man. We have now 
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domesticated some 68 billion kilowatt-hours annually where 
we used 23 billion 12 years ago. They increase output and 
decrease sweat. 

“These are the reasons why we are able to sell goods of 
high quality, produced under the highest real wages in the 
world, in competition with goods produced under lower stan¬ 
dards of living. These methods are no secret. They are 
open to the •world. But they are rooted not alone in tech¬ 
nology, which can be adopted by all intelligent people. They 
are rooted in social conceptions which penetrate far deeper 
and which nof only promise greatly for the future in our 
standards of living at home, but, of more pertinent interest 
on this occasion, provide the basic assurance of our contin¬ 
uing growth in foreign trade, both exports and imports. 
These ar% the fundamental forces which promise for us our 
share of the world’s increasing demands even of competitive 
goods—if we can keep them in motion. 

“But we will not hold or gain in the world’s business by 
resting upon past accomplishment. We can hold it by in¬ 
creasing our effort in education, in the elimination of waste, 
improvement in transportation, by cultivation of scientific 
research, by constant scientific improvement in our business 
administration both at home and abroad.” 

' Some twenty-five years ago we had a shortage of skilled 
labor which brought us face to face with the need of mechani¬ 
cal handling of every economic type. Occupations that re¬ 
quired years of apprenticeship in the past, ar„e now being 
handled by semi-skilled labor and the skilled laborer has been 
promoted to' better things with higher salary. The attitude 
of labor has also changed, and in place of the former suspi¬ 
cion and fear of machine competition, has come the knowl¬ 
edge that the machine really increases wages by increasing 
production, aficT frequently labor demands mechanical de¬ 
vices in heavy lifting and handling operations. Conveyor 
systems, equipment for handling bulk materials, unloading 
and loading ships, pneumatic and electric drills, road-mak- 
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ing machinery, stamping presses, moW drives of innumer¬ 
able sorts, the use of compressed air in myriad ways, are 
hanging us from a pick-and-shovel country to one where 
man backed by mechanical power and labor-saving ma¬ 
chinery, does more work in shorter time and produces more 
goods than in any other country of the world. 

Wage levels depend on and correspond to the general 
average of productivity of labor, and we are increasing this 
productivity in every way imagination and invention can 
suggest: bonuses for gang'work, motion sttjdy, making tools 
fit the job whether this be manual or otherwise, hourly con¬ 
trol of production, etc. Scientific purchasing and purchas¬ 
ing indexes of various sorts, forecasts of requirements and 
many other schemes are further adding utility to the manu¬ 
facturer’s dollar. , Prices received by the Bethlehem Steel 
Company in 1925, were $3.48 a ton less than in 1924. but 
profits showed a decline of only 36 cfents a ton. Dr. Friday 
estimates that in 1923 our production of basic commodities 
was 20 per cent higher than in 1919 and our manufacturing 
output 24 per cent greater, with no increase in the number of 
laborers and no decrease in wages. Prices were lower but 
profits were good. By 1925 output had increased further, 
wages were still maintained and profits were larger thap in 
1919 or 1920 The United States Government saves $100,* 
000 000 a year by expending $2,000,000 annually for the 
maintenance of the Bureau of Standards, this organization 
preparing specifications for the $300,000,000 worth of sup¬ 
plies purchased by the government, and seeing to it that the 
goods come up to the specifications. Through our national 
budget system we are able to hold expenditures within rea¬ 
sonable limits and steadily reduce national taxation, but 
Mr. Churchill tells the British public tha,t expenses cann 

be reduced nor taxes. . , . 

To the charge that we are making man a machine, let us 
reply that industrial managers today are seeing to it, that 
their men have varied occupations and broadening activi- 
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ties, Mich amply compensate for the work of simpler days, 
while the expanded outlook of the worker with radios, 
amusements, automobiles and other things within his reach, 
are compensation plus for any mechanizing that may have 
taken place in the daily life. Furthermore, over-production, 
that curse of the worker, the cause of depressions and busi¬ 
ness suffering, the inevitable fate of industrial life, accord¬ 
ing # to Marx, is being tackled and market analysis is seeking 
to stabilize industry, In no country do we find anything 
comparable to the forecasting &nd statistical work being 
done by our official and business organizations. This is 
having a potent effect in holding down inventories, adjusting 
buying to turnover and production to consumption, with re¬ 
sultant reduction in costs. 

Adoption of the uniform specifications of the American 
Institute of Steel Construction, will save large amounts in 
the erection of'steel Ifuildings. In rivets alone $6,000,000 
can be saved, and the change recommended in the unit stress 
will save 1214 per cent in the amount of material needed. 
Proctor & Gamble recently stated that although the price 
of all raw material entering into the manufacture of soaps 
was the highest in three years, the price of the finished prod¬ 
uct is less, while Armour & Company will save $10,000,000 
this year by budget control. Chemists are saving hundreds 
of millions annually and the research laboratories of our 
great industrial concerns are working day and night, under 
control of some of the finest brains in the country, for better 
goods at lowqr prices. The Wirtschaftsdienst, of Hamburg, 
tells us that before the war Germany had a right to be proud 
of her research work, but today she “is sleeping on 4he lau¬ 
rels of the past.” ®r. Arthur A. Hamerschlag, president of 
the Research Corporation, organized under the aegis of the 
Smithsonian Institution of Washington, states that “it seems 
quite evident that Europe realizes that future supremacy in 
invention can only be won by outstripping the United 
States, which, with its great endowments, prosperous busi- 
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ness and manufacturing enterprises and its prompt recogni¬ 
tion of latent talent, provides a support to research and in¬ 
vention that cannot be duplicated in Europe.” Secretary 
Hoover and associates have recently organized the National 
Research Endowment, which will raise $20,000,000 or more 
to aid American universities to carry on fundamental re¬ 
search work during the next ten years and the research 
staffs maintained by some of our great industries are more 
numerous and skillful than those of pre-war‘Germany. 

Our far-spreading vertical combinations of capitaf are 
revolutionizing industry, starting as they do with raw ma¬ 
terial, binding close the various steps in production through 
the mills, transporting goods over their own railroads and 
in their own steamships and finally placing them at the con¬ 
sumer’s door with their own sales agencies. Our railroads 
in 1925 established ten new operating records <in handling 
the greatest freight traffic ever offered them, and had a net 
revenue of $1,136,973,000, a remarkable come-back from the 
devastation of government operation. Our shippers have 
worked closely with the railroads, and better loading has 
made possible economies all along the line, while electric 
traction and various forms of internal combustion engines, 
are destined to create notable economies in transportation 
in the near future. Engineers of the United States Forest 
Products Laboratory, at Madison, Wisconsin, believe Ihejf 
can show the country how to save $2,000,000,000 a year In 
the wood industry alone, and this would be accomplished by 
doubling the value of the annual cut of wood which amounts 
to the above figure. By reducing the number of sizes of 
bank checks and making the face of the check uniform, bank¬ 
ers believe a saving of $10,000,000 a year can be effected. 

This saving in check manufacture,is part of the great 
campaign for standardization now bein^ ^preached to the 
country, the advantages of which are seen abroad to the 
extent that several countries are taking steps to put in opera¬ 
tion the same plan. Many industrial groups are working 



130 


Can Tfe Compete Abroadf 


out various plans, a notable one being the American Engi¬ 
neering Standards Committee. Mr. C. E. Skinner, chair¬ 
man of this committee, states that national standardization 
has saved the country hundreds of millions annually, the 
saving in the automobile industry alone being $750,000,000 
a year. The committee’s year book shows that 68 standards 
have been approved and work is progressing on about 100 
more. Standardization has also become widely known and 
popularized through the efforts of Secretary Hoover, of the 
Department of Commerce, the work being in charge of the 
Division of Simplified Practice and consisting in the “estab¬ 
lishment of grades, standards of quality, dimensions and per¬ 
formance in non-style articles of commerce; through the 
simplification in dimensions of many articles of manufacture 
and the reduction of unnecessary varieties; through more 
uniform business documents.” Savings through such meth¬ 
ods are estimated at hundreds of millions annually, Barclay’s 
Bank, of London,'in a retent circular, summing up the situa¬ 
tion in the following interesting manner: 

“There is still another factor in the present money situa¬ 
tion (of the United States) which seems to have passed al¬ 
most unobserved, yet which deserves special mention at the 
present time, namely, the cumulative benefits flowing from 
the establishment of the Division of Simplified Practice in 
t{ie United States Department of Commerce, nearly four 
years ago. The folly of manufacturing sixty-six varieties of 
paving brick when only five are actually necessary to meet all 
demands, needs no demonstration. By force of inertia, how¬ 
ever, the situation would doubtless have endured indefinitely 
in the absence of some agency whereby producers, distribu¬ 
tors and users could come together and agree to minimijfi the 
excess varieties in shape, size, quality, process, composition 
and other characteristics of many products. Thus, the styles 
of woven-wire fencing have been reduced from 552 to 69. 
Where 78 sizes of bedsteads, springs and mattresses were 
formerly manufactured, only four are now turned out. Bolts 
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and note lot tarn madcimety \iave\m reduced from 1,500 
varices to on\y %46. Hotel ctonamife has deciined svmi- 
lariy from 700 to only 160 kinds. Nine types of milk bot¬ 
tles now do the work of 49. House builders are content with 
24 different kinds of metal lath as against 125 formerly. 
Several other items used in building construction have been 
simplified to the gain of all concerned. The lumber industry 
has thus taught itself to economize nearly $200,000,000 an¬ 
nually. The good work is going on steadily ifl a widening 
circle of industries. Automotive parts, boilers, boxes, con¬ 
crete blocks, dental supplies, furnace parts, grocery bags, 
tanks, oil burners, pocket knives, wooden toof handles, hard¬ 
ware in scores of different groups, steel lockers, rubber heels, 
cotton fabric colors, invoice and other office forms—these 
are a few lines where highly practical innovations have been 
made in the direction of greater simplicity. ButUhe end is 
still far away. To quote the author of the movement: 
‘There is a great area, still untouched? in which the applica¬ 
tion of these waste-eliminating measures may well save not 
millions but billions.’ ” 

In the fullness of our youth, when We thought that our 
resources were inexhaustible, we used to allow hundreds of 
millions annually to leave our mills and factories and float 
down stream to feed the fish, or kill the fish, as the case might 
, be. But now it is different. Conservation is the order of fhe 
day, and every effort is being made to utilize by-products 
and bring about economical consumption of raw materials. 
We are producing some $100,000,000 by-products from coal. 
Modern conservation devices and improved storage tanka 
are saving 26,250,000 barrels of crude petroleum, or 1,102,- 
500,00» gallons of gasoline yearly. Five years ago loss by 
evaporation amounted to 7 Vs P er cen t pf total production 
of crude oil, while present loss is 3% per cent. A new type 
of steam generator has been put on the marRet, which engi¬ 
neers assert makes possible reductions of 35 to 40 per cent 
in construction costs and material lowering of fuel con- 
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Buipption. The Endicott Johnson Shoe Company announ¬ 
ces that from waste'leather, shavings from tannery, clip¬ 
pings, and so on, it is making a good grade of paint and 
other products. 

There is little general appreciation of the vast work that 
can be done. A four-foot seam of coal contains enough 
ammonium sulphate to fertilize the land above it for 1,000 
years, and our production of wheat could be increased 60,- 
000,000 bushels a year if the ammonia wasted in beehive 
ovehs was saved and used. Although a ton of straw, by a 
process of distiljation, can be made to yield 10,000 cubic feet 
of gas suitable for light, heat and power, nevertheless mil¬ 
lions of tons of straw are burned annually. Our farms 
could yield vast wealth in by-products and doubtless in time 
we shall follow the example of European countries, where 
necessity has brought about thrift which.as yet has not been 
forced upon us. Economy of this character means mate¬ 
rially lower costs, and when our government, states and 
municipalities reduce the crushing tax tribute they are at 
present levying on business the ratio will be further lowered. 

A short time ago' the manager of a large United States 
concern, manufacturing machinery products, told me some¬ 
thing of his life. This man is British and he worked for 
ye§rs at his trade in his home country. Finally he came to 
»the United States, and in less than a month discovered that 
his efficiency had increased some 25 per cent. He told me 
that at home he would have remained a wage-earner, that 
the opportunities for advancement were almost nil, that 
banks did not favor new enterprises inaugurated by new¬ 
comers with small capital, but that in the United ^States 
every man stands on his own; he receives encouragement of 
all sorts to branch out, and this psychological factor had an 
extraordinary elfdct on his capacity and his desire to work. 
At this point we touch one of the most interesting and preg¬ 
nant fields in all of our cost-reduction work, for here capi- 
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tal and labor are cooperating in a job o! immense signift- 
cance. * 

The factor described in the above paragraph must never 
be lost sight of in considering our industrial situation. Star¬ 
tling though our progress has been in the development of 
time and labor-saving devices, the chief reason for our high 
productivity and wajjjes is the incomparably greater energy 
developed by the American workman. The higher speed is 
far from being that of the mere machine. Human labor 
is large in an industry like coal-mining, but we produce some 
450,000,000 tons of bituminous coal with 700,000 men, while 
Great Britain requires 1,200,000 men to bring out less than 
300,000,000. Great Britain has 20,000 miles of railway, and 
employs more than 700,000 workers. In the United States 
nearly fourteen times the milage, some 275,000^ need only 
two and one-half titnes the number of workers. 

Mr. Dwight T. Farnham, in his bqpk America vs. Europe 
in Industry, makes a valuable contribution to this subject 
when he states that the editor of a British technical maga¬ 
zine, closely in touch with industrial .conditions, told him 
that British “labor was convinced that high individual pro¬ 
duction resulted in shutdowns, and had for the most part 
gone back to one automatic per operator and to limiting 
production as much as possible in every way. Piece werk 
is generally opposed by the labor unions.” In another part* 
of his interesting book, Mr. Farnham tells us that “in the 
metal industry (of Great Britain) the shop spirit is the 
worst I encountered in Europe. The looks the men cast at 
the executives—from directors down to foremJn and techni¬ 
cal mgp—were positively murderous. Ca’ canny was ob¬ 
viously rife. In one plant the molders had thrown six subse¬ 
quent departments out of work by slaving off preparatory 
to making the suggestion to an inquiring management that 
‘a raise might help some,’ which I was to learn was the 
usual procedure in such cases.” The same thing may be 
seen in several Continental countries. • 



134 


Ca «> We Compete Abroad? 


•In a recent address, Mr. William Green, President of the 
American Federation of Labor, stated that the “American 
worker, with improved machinery, greater skill and the 
elimination of waste has increased his productivity 50 per 
cent,” and this frank recognition on the part of American 
wage earners of the acceptability of machinery in work 
processes, and the advantages to the pay envelope, has made 
many things, possible that otherwise would have been de¬ 
feated. Employer and workman are today getting closer 
together, seeing each others’ problems and gaining a sym¬ 
pathetic insight into each others’ lives. Premier Baldwin, 
of Great Britain, like many other industrialists on the other 
side of the ocean, sees these things and he brought his con¬ 
clusions out forcibly in his recent speech at Sunderland. 

“I would urge employers and trade union leaders,” said 
he, “to make the point of visiting Amerfca quickly and often 
just at present, to study their methods, which are proving 
to be of such success in production, and I venture to think 
that no trade union leader could do better service to the 
cause he represents,, than by investigating closely what the 
methods are that enable American workmen to enjoy a bet¬ 
ter standard of living than any working people in the world, 
to produce more and at the same time to have so much higher 
wsges. I venture to think there is much more for us to learn 
from studying conditions in that country than by spending 
any amount of money studying conditions in Moscow.” 

After visiting the United States, a few months ago, 
Colonel Vernon Willey and Mr. Guy Locock presented a re¬ 
port to the Federation of British Industries, in which they 
state that “in view of the shrinkage in the stream of immi¬ 
gration and therefore more particularly of the pooi of un¬ 
skilled labor (in the United States), it is becoming more 
and more important for labor-saving devices to be used 
to the greatest possible extent. To this labor offers no op¬ 
position, and the result is a constantly increasing efficiency 
in production with a constant striving toward greater me- 
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strictions on output which hamper the producer in Eng¬ 
land. ... Tl\e fatal doctrine that there is a necessary conflict 
of interests between capital and labor does not prevail in the 
United States. There has been a widespread development 
of the system of interesting employees in the stock of cor¬ 
porations for which they are working. . .. There is a spirit 
abroad which is sometimes referred to as the ‘new leader¬ 
ship’—a spirit of cooperation, initiative and a ‘square deal’ 
on both sides. This spirit alone goes far to maintaining the 
amazing increase in the efficiency of American production.” 

The Investors Chronicle, of London, tells us ‘‘in the Uni¬ 
ted States the miners work eight-hour shifts, welcome ma¬ 
chinery and operate it to full capacity. They make average 
wages of nearly $40 a week, besides which goal is cheap, 
while British miners earn only about $13 per week on the 
average and suffer much unemployment In the United 
States the production is 80 hundredweight per man-shift, 
whereas in Britain the production is 17 1/2 hundredweight. 
One result of the high output in tha United States is that 
American coal, despite the long distances that separate the 
mines from the shipping ports, is competing with British 
coal in several markets where, according to the British view¬ 
point, there should be no competition. 

“It costs far more to carry coal from the United States 
mines to Quebec and Montreal than it costs to carry our 
coal there,” says the journal. “Yet, because our mining 
costs are so high, we cannot reap the advantage of low rail 
and shipping costs. We have our mines close to our ports, 
ancUrnr sea freights are far below American railway rates. 
But the Americans are sending eighteen times more coal to 
Canada than we are exporting there. With anything like 
reasonable pit costs, we could capture htJarly the whole of 
the coal trade of Canada, 20,000,000 tons a year. Again, we 
ought to have a big pull in the Latin-American republics, by 
reason of our convenient and cheap transport, plus tlfe qual- 
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ity of <>ur coal; but in South America, as in Canada, Ameri¬ 
can coal competes successfully with British coal. It is the 
same at the West Indian coal stations. To crown the busi¬ 
ness, we see American coal sold in Continental Europe, espe¬ 
cially in Italy, cheaper than British coal, despite a com¬ 
bined rail and sea freightage three times as high as our 
coal has to carry.” 

In 1925 the'average production per man, engaged in 22 
basiclndustries in the United States, was 34 per cent more 
than in 1920, and_ the output of this country is greater per 
man per day by far than anywhere else, while the superior¬ 
ity of output per man per day is greater and increasing. A 
number of Americans with factories abroad have told me 
they could not manufacture cheaper in foreign countries. 
They gained in laid-down costs, freedom from tariff and vex¬ 
atious restrictions, etc. Ten years ago it took an hour and 
forty-two minutes of a workman’s time to produce a pair of 
shoes; today we need only 54 minutes and we shall shortly 
have a lower figure. Twelve years ago the construction of 
an average priced automobile took 1,260 man-power hours; 
today we need only 220 hours, and here likewise we are ex¬ 
pecting lower figures for the future. Four or five years ago 
weavers operated 4 to 6 looms, never more than 10, but now 
they’are operating 36. Up to a few years ago New England 
textile mills were winding their warp beams with about 50 
pounds of cotton or wool; later the weight was 150 to 300 
pounds, while today 600 to 1,000 pounds are used. This 
development has been characteristic of every branch of our 
activity. The Department of Agriculture estimates that 
we are now using on our farms some 16,000,000,000 horse¬ 
power hours. Seventy-five years ago the average agricul¬ 
tural worker could care for 12 acres of crops; now he can at¬ 
tend to at least 34’acres—in some states the average is 100— 
while on individual farms the figure may rise to 300 acres or 
more. The worker’s hours have been considerably short¬ 
ened, much of the drudgery and monotony of farm life have 
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been eliminated and great numbers of people have been re¬ 
leased from agriculture to other industries. On thil latter 
fact is based the belief of many students that our agricul¬ 
tural production can increase with our population, without 
requiring any great increase in human labor. 

The National Industrial Conference Board estimates that 
during the five-year period just before the war, 24.4 acres 
were cultivated in the United States per worker; in Scotland, 
16.6 acres; England, 9.6 acres; France, 8.3 acres; Germany, 
6.2 acres, and Italy, 4.2 acres. From 1910 to 1920 our farm 
labor increased in efficiency 22.6 per cent, the number of 
workers decreasing, during this period, 9 per cent and pro¬ 
duction increasing 11 per cent. Thirteen times as much farm 
machinery was in use in 1920 as in 1870, the value of machin¬ 
ery per worker increasing during this period from $36 to 
$176, values being in terms of 1913 purchasing power. Be¬ 
tween 1880 and 1920 agricultural production increased 130 
per cent and the number of workers only 56 per cent, nearly 
18,000,000 less people being required on our farms today 
than would be the case without the great increase in the 
use of power. 

According to the Confederation of Italian Industries, 
Italian silk mills have an advantage of only 3 per cent, in 
labor costs, over those of the United States, the percentage 
ratio of wage to output being 14 for Italy and 16.6 for ttys 
country. This is the result of our using more and better 
machinery. In England the automatic loom is seldom seen, 
but in the United States it is demanded by the worker. Mr. 
Floyd Parsons estimates that the America^ worker is pro¬ 
ducing twice as much as the British. Another investigator 
say# it takes ten British workmen to produce the outturn of 
seven Americans, and Sir George F. Fester, of Canada, states 
that three Americans will do the work of five British work¬ 
men. Mr. Hugh Quigley, in an exhaustive discussion of tex¬ 
tile production ratios in the United States and Great Britain, 
appearing in the Manchester Guardian Commercial, finds 
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that the ratio is 3.3 to in favor of the United States. Mr. 
Quigley concludes: 

“It may be said that in any country as young as the 
United States, with her vast natural resources and rapidly 
increasing population, it is quite natural that her industry 
should be soaring at a great rate, while our own, so long es¬ 
tablished, shows practically complete stagnation. If this 
argument is carried to its conclusion, it spells something like 
the total eclipse of British industry in a short time.” 

In 1920 we built three times the mileage of highways we 
did in 1910, but we employed 65,000 fewer common laborers; 
in 1920 the railroads transported two-thirds more freight 
than in 1910, with 73,000 fewer common laborers. “Ameri- 
C $1 workers are capable of producing and do produce more 
labor per hour than their British brothers,” was the opinion 
of all eight rilembers of the British delegation of working¬ 
men, recently brought to the United States by the London 
Daily Mail to study wording conditions in this country. 

One of the members of this delegation, Mr. S. Ratcliffe, 
believes that “American employers are probably the most 
adventurous of industrial leaders. In America they have 
proved that by taking risks and trusting the people whom 
they employ they receive the greatest reward industry could 
receive. They recognize that the rewards of industry should 
nqt be taken only by those who risk their capital, but shared 
with those who give their human effort in carrying out the 
details of industry.” 

Two British observers, Messrs. Bertram Austin and W. 
Francis Lloyd, as a result of a visit to the United States, have 
written a book entitled “The Secret of High Wages,” which 
Mr. J. L. Garvin, editor of The Observer, of London, calls 
“the most valuable little book upon Britain’s industrial crisis 
which has appeared/lince the war.” In this study nine rea¬ 
sons are given for our prosperous economic condition: 
“One—Promotion in America is by merit. Two—America 
sticks tp the principle of small profits and quick returns, and 
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wealth is made by fine margins of prpflt on immense and 
rapid turnover. Three—Rapid turnover is secured by sim¬ 
plification and cheapening of processes which necessitates 
less capital for a given output. Four—America shows end¬ 
less keenness in devising time-saving and trouble-saving ap¬ 
pliances. Five—The American employer is not hostile to 
high wages. Six—American manufacturers cooperate by 
exchanging ideas. Seven—Americans are .vigilant and 
acute in eliminating waste and in conserving time, energy 
and space. Eight—American welfare methods double high 
wages in their stimulative effect by surrounding the work¬ 
ers with cleanliness and light, and by seeking in every way 
to increase their conveniences and satisfaction. Nine— 
Americans encourage research with magnificent intelli¬ 
gence, scouring the world to obtain the best research brains." 

The two British observers call attention to o5r willing¬ 
ness to junk millions of dollars’ worth of equipment if such 
will increase production, and state tfiat English manufac¬ 
turers “worship” their old equipment. The assertion is made 
that in British industry there “is too much pull and privi¬ 
lege. Too many directors have secured their posts because 
they have friends and not because they are competent to 
fill them. The American system of working up through a 
firm, and the condition that a man must prove his adminis¬ 
trative capacity to get an important post is much better, i 
The American manager is highly paid, and knows he must 
show high efficiency for his money.” Our policy of building 
up reserves is praised, for “one of the principal difficulties of 
British industry today is that too many manufacturers are 
up to the hilt in debt to the banks. Too much attention is 
given fo pleasing the banks and shareholders and not enough 

to production.” ’ ...... 

The Prince of Wales, in a speech before the Institute of 
Civil Engineers, said that “in the United States one of the 
things that impressed me most was the extraordinary in¬ 
genuity of American engineers in designing and applying 
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what are ordinarily palled labor saving devices, but what I 
woufd call labor aiding devices. Their successful develop¬ 
ment of this line seems to have a lot to do with the present 
great industrial efficiency of the United States." 

Four officers of the firm of S. W. Straus & Co., of New 
York, recently returned to the United States after making a 
study of industrial problems abroad. A preliminary report 
is, in part, as follows: 

^‘We found building costs in London were about the same 
as in the large American cities, notwithstanding the fact 
that our labor .receives about three times as much on the 
average as theirs. Bricklayers in New York, for example, 
are now getting $14 a day, while the scale in London is $4 
a day. With this difference it would seem that building costs 
in London should be considerably lower than here, but the 
seeming discrepancy is accounted for in that the English 
builder has been slow to adopt American efficiency methods. 
A building whith we toould erect in nine months would re¬ 
quire almost twice that time in London. 

“Several of the best English builders have made exten¬ 
sive studies. One large concern has an American building 
superintendent to organize its work after the methods used 
here. It will take some time if, indeed, it can ever be accom¬ 
plished. As an example, the American superintendent on 
one job attempted to introduce our hanging scaffold, which 
enables bricklayers to work more conveniently and rapidly. 
He was told that the British workmen would not work on 
the scaffold. The builder had to abandon it and erect a scaf¬ 
fold of iron.* In some of the smaller jobs we saw derricks 
being worked with hand power. 

“It is not only the equipment used which slows tip. the 
job, but it is also the lack of American methods of planning 
beforehand for, the flow of materials on the job. In other 
words, there is not the coordination between all the sub-con¬ 
tractors that we have here.” 

From the rather elaborate excerpts given in this chapter, 
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it is clearly evident that our practice has made a profound 
impression on the citizens of foreign countries. It'is only 
natural for those who come to the United States to be star¬ 
tled by what they see, and to feel that with our methods and 
practice the solution of their economic troubles would be 
found. But it is to be questioned how far and in what way 
the things we have in such abundance can be applied abroad. 
There is no country in the world that can show comparable 
industrial and economic activities to those we possess, that 
has anything distantly approaching our domestic purchasing 
power, that has a substantial frafction .of our corporate 
wealth making possible many of the things that are com¬ 
monplace here. Therefore, to a considerable extent our de¬ 
velopment is peculiar to the United States; it cannot and 
will not be reproduced elsewhere, and we may fairly believe 
that the advantages we have will, to an extent? remain with 
us permanently. Even where imitated, it is the rule that 
the imitator is always a long way Back of the originator. 

The worker’s nightmare is unemployment, the period of 
slack times which brings idle days, gradual depletion of the 
savings account, silent factories, disorganized personnel. 
This all means a heavy addition to cost of manufacture, 
since overhead continues and half-production is costly in 
many different directions. This condition, present in, both 
seasonal industry and otherwise, is being carefully consid¬ 
ered in many American plants today. ‘Can Business Pre¬ 
vent Unemployment?" is the title of a book by Messrs. Lewi- 
sohn, Draper, Commons and Lescohier, which well merits 
the study of business men. If we can manufacture a new 
product that will fill in during the slack season, if we can 
tskfe advantage of a foreign market where demand emerges 
at the time it decreases in this country, if statistical work 
can adapt production to market, and ,if, we can do other 
things of a similar character to balance production through¬ 
out the year, we shall do much to decrease costs. 

In sum, the answer to this question of costs .will be 
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found-in reduction of overhead, more efficiency and lower 
selling expenses. The foreign situation does not differ from 
the domestic. We have spent millions of dollars in experi¬ 
mentation with foreign trade, just as we have spent millions 
at home. But today we are obtaining a great deal of exact 
knowledge covering foreign countries and trade conditions, 
and this knowledge of selling, economics, competition, needs 
• of the people, apd so on, will go far to lower our foreign 
costs jnd increase our turnover with resultant decrease in 

nvprhpftd. 



CHAPTER XIH 
EXPOST AND IMPORT TRADE 

As a rule thinking for the public is done by self-congti- 
tuted or duly appointed special pleaders. In consequence the 
masses see things as through a glass darkly, or rather they 
feel in favor of, or against, public questions, without think¬ 
ing for themselves. With this feeling is mingled a complex 
of associations so that the public verdict frequently takes no 
cognizance of the simple facts of the case. 

Foreign trade is no exception to this rule, amf in a high- 
tariff country, such as the United States, the desirable part 
of foreign trade is export trade, and fmport'trade is looked 
upon as some piratical adventure on the part of foreigners 
trying to flood our market with cheap wares, bring into 
competition with our high-priced labor goods produced by 
workmen with low wage scales, with a resultant lowering of 
our standard of living and destruction of the comfort and 
well-being for which this country is and has been note¬ 
worthy. 

Substantial change, however, has taken place in our view¬ 
point during the past decade. Millions of our citizens have 
been brought in direct contact with foreign countries and 
foreign affairs, and millions have seen that thair prosperity 
or lack of prosperity depends on foreign purchasing power. 
Large’numbers are being drawn into the international 
sphere through investments, so that today we have partly 
ceased to be an insular people. In spite of^y this, however, 
there is still no fair concept of international trade, and the 
matter remains obscure and ill-defined. 

Trade, whether it be foreign or domestic, is merely, the 
143 
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exchange of goods find services for goods and services, 
through the medium of money. In both cases the thing is 
motivated by some advantage to be gained by buyer and 
seller alike. We exchange our skill, labor and intelligence, 
in domestic trade, through the medium of money, for what 
to us is most desirable or needful, and we do precisely the 
same thing in foreign trade. In the two cases we exchange 
labor, skill and intelligence for labor, skill and intelligence, 
and whether we sell abroad or buy abroad the principle is 
the* same for us or citizens of foreign countries. 

In domestic.trade we have tfie same laws of “absolute” 
or “comparative” advantage, and consequent price differen¬ 
tial, that we have in foreign trade. Pennsylvania does not 
ship corn to Kansas, nor England wheat to Argentina, be¬ 
cause in both cases there is an “absolute” advantage which 
leads in thb one case to the shipment of iron, in the other of 
coal. We import flax from Belgium and Russia, silk from 
Japan, coarse Wools frt>m Turkey and China, not because we 
could not produce these things in sufficient quantities, but 
because we have a “comparative” advantage in producing 
other things. Massachusetts could make automobiles, the 
Carolinas rubber goods, Texas packer products, but they do 
not because something else is comparatively more advan¬ 
tageous. 

In foreign and domestic trade this gain by division of la¬ 
bor cannot be measured in any schedule of percentage, but 
there can be no doubt that the gain is immense in greater 
production, wealth, employment, human comfort and all the 
things that go to make life worth while. Perhaps some are 
not pleased with this idea of dependence on foreign coun¬ 
tries. They feel we should confine ourselves to practicing di¬ 
vision of labor at home, and we should develop in all direc¬ 
tions so as to fi;e? ourselves completely from dependence on 
foreign nations. This is good enough as a nationalistic 
slogan of an extreme character, but it will always remain 
merely a slogan. We simply cannot produce all that we need 
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in our widely complex life, and whethet we like it or not bur 
dependence on other countries is absolute and inevitable. 
We have been important customer* of the world at large 
and we are annually increasing our bill for the commodities, 
both raw and manufactured, we have to buy abroad. 

Foreign trade, import and export, like domestic trade, is 
not the result of any organized scheme, malevolent or be¬ 
nevolent. We have here merely the play of the trader in¬ 
stinct, seeking individual gain through the mechanism of*ax- 
change. The automobile manufacturer working to exchange 
his produce in the domestic market for purchasing power 
with which to buy raw materials, labor, take care of his 
costs and satisfy his capital and personal requirements, is 
moved by the same factors as this same manufacturer ship¬ 
ping his goods abroad. The importer, in his tujn, is satis¬ 
fying a demand not properly met at home for raw commodi¬ 
ties or manufactured goods. The automobile manufacturer 
would not ship his goods abroad if he could sell at home, 
but by gradual accretion he has built up his plant until it 
can produce more than we need, and in order to keep his 
workmen employed, his unit costs from mounting, his pro¬ 
duction curve from having severe rises and falls, he builds 
up the foreign market. 

To many the idea of selling abroad is much more agree¬ 
able than the one of buying abroad; we seem to be gaining* 
when we sell, losing when we buy. Aside from the fact that 
this old economic doctrine is entirely incorrect, and that 
we do not think this way when making domestic purchases, 

I do not believe that the American sense of fairness can toler¬ 
ate t^is view. We have built up our republic on the prin¬ 
ciple of equal rights, and if we admit advantage in selling 
our commodities abroad, in common justice we cannot deny 
foreign participation in this advantage. * * 

If we think we have a perfect right to sell our automo¬ 
biles, specialties, industrial machinery and so on abroad, 
when we win out on a basis of legitimate trade competition, 
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in fairness we should concede the same right to the foreign 
trader, so far as the United States is concerned. If the Scot¬ 
tish tweed manufacturer can sell his goods here because we 
make no similar textiles, if the British fine-count cotton 
cloths can be sold for similar reasons, if foreign iron and 
steel, Swiss watches and other things, compete in our own 
market on a price basis, there is nothing alarming about it. 
And it is merely fair that we give the other fellow a chance 
if we expect to have a similar chance. 

With our present national policies we are never going to 
import enough manufactured goods to hurt us, and the vis¬ 
ible import merchandise balance we may have some day, 
will not be produced by manufactured goods, but by raw 
materials and foodstuffs we need, and shall increasingly 
need. shall consume more of our raw products, other 
countries will increase their own production, we shall not 
be able to compete wijh newer countries, with resultant de¬ 
cline in such exports, while our imports of foodstuffs and 
raw materials will increase. In 1925 our imports of food¬ 
stuffs exceeded our .exports of such things by 532,000,000. 
Our adverse visible balance for the first three months of 
1926 of $125,000,000, was due to decrease in exports of raw 
materials and increase in imports of the same class of com- 
medities. In 1925 we had an adverse balance on all items, 
visible and invisible, of $64,000,000, and we exported more 
gold and silver than we imported, the net export being $168,- 
000,000, the first net export since 1919. 

However, as analysis will show, an adverse visible bal¬ 
ance in itself is proof of little or nothing. Only when we 
have sifted all the evidence and taken into consideration all 
factors do we know whether the apparent adverse or favor¬ 
able visible balance is really so. Countries with consistently 
favorable visible balances are, in normal times, using the ex¬ 
port excess to pay their debts abroad, while countries with 
continuous unfavorable visible balances are paying for their 
excess of imports with money owed by foreigners. In this 
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sense it is strictly correct that an unfavorable balance is a 
favorable one, and a favorable balance is an unfavorable 
one. England for many years showed a continuous unfavor¬ 
able visible balance, but this was evidence of England’s great 
wealth abroad and was merely money owed her paid in 
goods. In time we shall doubtless have an unfavorable vis¬ 
ible balance, but this will merely be evidence of our great 
wealth invested abroad on which we are receiving proper re¬ 
turn. Even in this case, however, a considerable part of 
the imports making up our unfavorable visible balance will 
be sent to this country by American interests that produce 
them, and consequently the numerical situation will not tell 
the story by any means. This is merely another point in the 
complex total of the balances. We are sending millions 
abroad the interest on which will return to us in the form 
of raw materials to partly supply our constantly increas¬ 
ing need for these things. Our investments abroad are thus 
first serving the capital needs of some foreign country or 
interest, to subsequently serve us by supplying us with 
things we shall need. 

In 192S our imports were ?4,228,000,000. As a whole 
they were needed to carry on our commercial and manufac¬ 
turing life: tin, sugar, rubber, potash, asbestos, coffee, tea, 
silk, nitrate, manganese, jute, hemp, newsprint, almost with¬ 
out limit is the variety of the things we must have from 
abroad. Without them we should cease to exist industrially, 
and in what we eat and wear we should closely resemble our 
cave ancestors. It would be impossible for us to pay for 
these essential imports except in goods. The services we 
might perform would pay a little bit on account, and all of 
out gold would help somewhat, but there would still be a big 
deficit that, in the absence of exports, tauld soon turn us into 
a nation without credit abroad. Therefore, export and im¬ 
port trade are merely complements, manifestations of the 
old human process of paying our honest debts and obtaining 
what we need for our living. 
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Whether we be converts or not to the need of export 
trade, every business man knows what periods of depres¬ 
sion due to refusal to take goods or lack of buying power, 
mean. Factories are closed, workers are idle and hungry, 
class feeling grows fast, Congress is in a turmoil, banks fail, 
Christmas is a sad time. And it does not take a large drop in 
production ratios, nor do many trades have to suffer at the 
start, to produce depression. Even today with our well-em¬ 
ployed labor and general prosperity, a sudden halt in build¬ 
ing, automobile construction, railroad buying and public 
works, would bring serious times. But 40 per cent of our 
coal mines could produce all the coal we need, our window- 
glass factories in 17 weeks can supply our yearly consump¬ 
tion, our cotton mills can produce 20 per cent more than we 
can use, our gteel and iron mills can supply our annual needs 
in seven months, 14 per cent of our shoe factories can pro¬ 
duce all the shoes^we cap wear, we have market demand for 
4,000,000 motors and can produce 6,000,000, our exports of 
canned fruits are sometimes 46 per cent of domestic produc¬ 
tion, 20 per cent of opr canned salmon is exported, 26 per 
cent of our condensed milk, 20 per cent of our industrial ma¬ 
chinery, 40 per cent of our typewriters, 26 per cent of our 
adding machines, 39 per cent of our copper, 21 per cent of 
our*wheat, exports of unmanufactured tobacco since 1910 
have ranged from 30 to 50 per cent of annual production, 
and without foreign buying of raw cotton we should again 
see the plea to “buy a bale” to help the southern planter. 
Suppose we had no export trade! What devastation we 
should suffer!* But without imports most of these goods 
could not be manufactured nor paid for. 

There is widespread fear today of a decline in domestic 
business. The Federal Reserve Board reports that our 
wholesale prices'ate the lowest since September, 1924, in¬ 
dicating production in excess of demand. Curtailment has 
taken place in the woolen and silk industries, and cotton 
mills are to follow the same procedure. Many lines of fin- 
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idled goods are being sold at a concession. Whatever devel¬ 
opments may take place, •with our gTeat domestic consump¬ 
tion a large volume of business will be done, but actual varia¬ 
tions between so-called prosperity and slow business are 
comparatively narrow. It would seem that 15 per cent from 
normal, in either direction, is usually the extreme limit of 
fluctuation. Giving this situation the weight it merits and 
considering it in connection with the preceding paragraph, 
the vital importance of our export trade is apparent. But 
let us never forget that this export trade is impossible with¬ 
out our import trade. First, because we need imports to pro¬ 
duce our goods and round out our lines of manufactured 
wares, and second, because foreigners need the money re¬ 
sulting from payment for these imports to buy our exports. 

We have today a plethora of funds seeking investment 
and like all industrial countries we have built plhnts far be¬ 
yond our needs. Our industries are able to produce and sell 
more goods than our people are willihg, even though statis¬ 
tically able, to buy at prices which will return a prolit. This 
building up of plant results in larger and larger production, 
and we are keeping up the process ’with investments of 
$5,000,000,000 annually. The result of all this is seen in 
overproduction that brings about a declining price level, 
prices that refuse to rise although costs increase, intense 
competition and superhuman selling efforts. The cry is go^ 
ing about the country today to sell at almost any cost. 

Our capital accumulations will not decline, our plants 
will keep on growing, our need for sales outlets abroad will 
, be felt with greater force as the months go by. To pause 
now, to cease our efforts to distribute our product abroad, 
to fgifl to recognize the vital need for export outlets would be 
fatal to our national existence. Thos* far-seeing individ¬ 
uals, who a few years ago preached thp yieed of foreign 
outlets for our goods, have been proved right. Today ex¬ 
port trade is not a sporadic activity to be indulged in if we 
so desire. It is an absolute necessity if we are goiijg to 
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expand, if we are goigg to grow, if we are going to live. 
Only file camp-followers believe the contrary. The main 
arm/ knows what it has to do. 



CHAPTER XIV 

A FORECAST 

We can face the future with confidence. We have the 
plant, the brains, the money, and our trade is based on an im¬ 
mense and constantly expanding home denjand. We are 
steadily increasing our knowledge of foreign trade, our in¬ 
vestments are flowing to every part of the world and we may 
look forward to increase in the percentage of 14.5 which 
expresses the part today, of our total trade, absorbed by ex¬ 
port trade. Our factories and mills will grow anti expand, 
greater economies will be effected in production and larger 
masses of goods will be produced. Ou»’ industrial establish¬ 
ments will continue well in the lead of the rest of the world, 
and will maintain their present position where they incor¬ 
porate an amount of capital funds and* plowed-back earn¬ 
ings, which are not approached and will not be approached 
by any other country. 

Last year new security flotations in the United States 
• amounted to $6,200,000,000, and 485 corporations only 
earned $2,312,000,000 net. This vast sum of money will 
grow with the years, will seek employment in this and other 
countries at such wages as it can get. The recent govern¬ 
ment bond issue of 3% per cent and a premium, running for 
thirty years, shows we shall not have to pay high rates for 
our mJney and many projects that at present seem unat¬ 
tractive financially—for example, shipping—will in coming 
years give good average remuneration. Tlji^ abundance of 
money at reasonable rates will lead us to adventure forth 
in many new ways, although at home we shall be busy. It is 
estimated that in eleven western states capital investment 
151 
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during the next 10 ygars will be $15,000,000,000. In 1950 
we shall have a population of 150,000,000 people, and many 
ne/v, great cities and industrial centers will be born that to¬ 
day are without a name. 

National pride must not carry us too far, but one cannot 
avoid the vision of greater power and influence for the 
United States. Our national income in 1920 was $74,158,- 
000,000, some.ten times that of Great Britain and Germany, 
an<i our national wealth in 1922 was $320,000,000,000, com¬ 
pared with $88,000,000,000 in 1§00, and $30,000,000,000 in 
1870. Our wealth in 1922 of $320,000,000,000, contrasts 
with $186,000,000,000 in 1912, the figures for Great Britain, 
during the same period, being $88,000,000,000 against $79,- 
000,000,000, France $67,000,000,000 against $57,000,000,- 
000, Germany $35,000,000,000 against $77,000,000,000. We 
have 6 per*cent of the population of the world, but use one- 
half of the basic materials of commerce. We produce 43 
per cent of the Vorld Output of coal, 54 per cent of the iron, 
64 per cent of the steel, 49 per cent of the copper, 64 per 
cent of the petroleum, 69 per cent of the cotton, 52 per cent 
of the timber and 4 { per cent of the shoes. We turn out 92 
per cent of the world’s automobiles, and it is our buying 
that sustains the market in a vast range of commodities from 
silk to rubber. We own half the railway mileage of the 
world, three-fourths of the telephone and telegraph equip¬ 
ment, while the budgets and wealth of some of our single 
states are greater than those of many foreign countries. It 
would be to close our eyes to the compelling weight of great 
facts, were we to refuse to see where this colossal accumula-, 
tion of power in the hands of a homogeneous, united people, 
practically protected against foreign aggression, is botyid to 
lead. . 

Our competitors abroad are faced today with a fact of 
tremendous significance. They see massed, in the United 
States, wealth and productive power greater than the world 
ha^ ever known, greater than could be assembled by our 
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united trade rivals. They see this wealth and the prodiwfc of 
this industrial power sweeping along trade channels of large 
and small countries, and the banners of our commerce car¬ 
ried forward by skillful men who will not be stopped. They 
see our government officials and representatives of business 
organizations, examining minutely the commercial fields of 
the world, and they note an avalanche of printed material, 
in all languages, seeking the buyer in the remotest hamlet 
and telling him the story of American goods. They find a 
condition of high wages arid immense domestic purchasing 
power in the United States, leading to manufacturing meth¬ 
ods and inventive initiative not approached in any other 
country nor to be approached in a definite future, and they 
see billions of American money going abroad to provide in¬ 
surance for raw materials, save governments £nd obtain 
seats of influence in innumerable activities. 

These are the pregnant things sejn by the man abroad. 
They are understood much more clearly than we compre¬ 
hend them. And as they are considered, the foreign mer¬ 
chant or manufacturer has a not unjustified feeling of ap¬ 
prehension. Let us think of this long and carefully! We 
wish and shall have our fair share of world trade. We do 
not wish a share that will deprive others of what they need 
and should have. Our trade flourishes as much by selling to 
countries which are our competitors as by selling those who* 
do not compete with us; England is our chief competitor and 
our largest overseas customer. These countries need foreign 
trade as much as we! A monopoly of world trade for us 
vould be an unmixed disaster 1 

There will be enough trade to go round. As higher 
wages and better standards of living become typical for 
many backward countries, increased demand will emerge in 
these places while many new markets wifi develop in other 
ways. South Africa is finding that there are other mines 
than gold, and capital is turning its attention to coal, iron, 
copper, tin, silver, mica, asbestos, lead, zinc, manganese. 
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nickel, and so on. Fanning, the fruit industry and other 
activities are rapidly advancing. Total imports into Nige¬ 
ria, in 1924, were $55,000,000 against $30,000,000 in 1914, 
and the total mileage of motor roads in the Gold Coast has 
increased since the war from 1,3Q0 to 4,000. The total mile¬ 
age of railways in Kenya and Uganda has increased from 
710 miles before the war to 1,180 at present. Great markets 
will arise in'China, South America and other parts of the 
world based on a variety of circumstances. 

That period of the world’s history known as the colonial, 
where vast sections of the earth were ruled by some rela¬ 
tively small European political unit, has passed never to re¬ 
turn. In future there will emerge great states, comprising 
large areas and to an extent self-contained. The United 
States is the typical example today of this new state. Pro¬ 
fessor Walther Vogel well expresses the thought in a number 
of the WeltwirJschafMiches Archiv, issued by the Univer¬ 
sity of Kiel, where after concluding an interesting survey 
he states: “It can be said that the United States of Amer¬ 
ica represents an entirely new type. It is probable that 
this national type will be called upon to play a particularly 
important role in the future; indeed, we may not go too far 
if we consider this the characteristic type of future world- 
pdwer, as the maritime, colonial state, with a European base 
and widely scattered colonies, was the type from the 16th to 
the 19th century.” In The American Economic Marvel 
(Das Amerikanische Wirtschaftswunder), Dr. Hirsch be¬ 
lieves that European industry and commerce cannot help be¬ 
ing Americanized, while in America and Europe ( Amerikc t- 
Europa) Herr Arthur Feiler thinks Europe will be ^pieri- 
canized, but cannot obtain the same results. Europe can 
only expect half the reward at most. 

In form, in effort, in initiative, in method we are differ¬ 
ent in many ways from the rest of the world. We are con¬ 
tributing a new leaven to thought and trade. 

“In no part of the world,” said a German trader to me re- 
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of -Youth, except in the United States, where it is so clearly 
manifest And therefore every two or three years I renSw 
my youth by traveling from your Atlantic to your Pacific 
coasts, where life takes on new vigor and inspiration at 
every turn of the road." 










